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Single payer ensures
high-quality health care
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Section II: The Evidence-Based Case for Single-Payer National Health Insurance

Talking Point 6

Single-payer national health insurance is the best
way to ensure high-quality health care.
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Caring for the Uninsured and Underinsured s

A Better-Quality Alternative

Single-Payer National Health System Reform

Gordon D. Schiff, MD; Andrew B. Bindman, MD; Troyen A. Brennan, MD, JD, MPH;

for the Physicians for a National Health Program Quality of Care Working Group

MANY MISCONSTRUE US health
system reform options by presuming
that “trade-offs” are needed to counter-
balance the competing goals of increas-
ing access, containing costs, and preserv-
ing quality."? Standing as an apparent
paradox to this zero-sum equation are
countries such as Canada that ensure
access to all at a cost 40% per capita less,
with satisfaction and outcomes as good
as or better than those in the United
States.>* While the efficiencies of a
single-payer universal program are
widely acknowledged to facilitate simul-
taneous cost control and universal ac-
cess, lingering concerns about quality
have blunted support for this approach.

See also p 797.

Quality is of paramount importance
to Americans. Opponents of reform ap-
peal to fears of diminished quality, warn-
ing of waiting lists, rationing, and “gov-
ernment control.” Missing from more
narrow discussions of the accuracy of
such charges is a broader exploration of

the quality implications of a universal

health care program. Conversely, advo-
cates of national health insurance have
failed to emphasize quality issues as key
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criteria for reform,® often assuming that
we have “the best medical services in
the world.”” They portray reform pri-
marily as extending the benefits of pri-
vate insurance to those currently unin-
sured, with safeguards added to pre-
serve quality.

We disagree with both views. It is
unthinkable to label our current system
as “highest quality” given its frequent
failure to provide such basic services as
immunizations or prenatal, primary, and
preventive care. Moreover, there is
growing concern about quality problems
with the care that is provided. Quality
problems in the current system include
denial of care, discrimination,® dispari-
ties, geographic maldistribution,® lack
of continuity, lack of primary care,
inadequate or lack of prenatal care,"
failure to provide beneficial prevention,'?
substandard/incompetent providers,
declining patient satisfaction and im-
personal care,!4? jatrogenesis (negligent
adverse events),’® diagnostic errors,”
unnecessary procedures/surgery,'® sub-
optimal medication prescribing/usage,"®
and neglect of quality-of-life/psychoso-
cial issues.® Qur “highest-quality” com-
placency is especially challenged by in-
sights from two seemingly disparate
sources: (1) epidemiologic research based
on financial claims databases and (2) in-
dustrial quality improvement concepts
pioneered in Japan. These two sources
converge around the concept of “varia-
tions,” illuminating widespread differ-
ences in clinical practice, further chal-
lenging the cost-access-quality trade-off
assumption. Data and insights from
these two new paradigms demonstrate
that better care will actually cost less
once improvements are made in care
processes and clinical decision mak-
ing. 222

The health system must work better
to extend access and to control costs. In
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this article, we argue that a single-payer
national health program provides a bet-
ter framework for improving quality.
First, we briefly review requirements
for quality care. Then, we propose 10
principles that should be integral to re-
form strategies to augment quality. We
contrast our approach with the current
managed competition strategy,? show-
ing how a single-payer system is more
likely to facilitate these 10 interrelated
quality features.

WHAT IS QUALITY?
HOW CAN IT BE MEASURED?

High-quality care should result in im-
proved health for individuals and the
entire community. It depends on knowl-
edgeable, caring providers who have a
thorough understanding of preventive,
diagnostic, and therapeutic strategies
and the link between their application
and improved health outcomes. Such
strategies need to be applied with the
highest technieal skill and carried out
in a humane, culturally sensitive, and
coordinated manner. Quality will suf-
fer when any of these components is
lacking.

There is no single gold standard mea-
surement of health care quality; its as-
sessment requires multiple perspectives.
The care provided to the population as
a whole as well as to individual patients
should be evaluated because critical qual-
ity issues may affect individuals who do
not have access to medical services.
Viewpoints of providers, patients, fam-
ily members, and the community must
be incorporated. Evaluated services
should not be limited to medical care but
should also include related services, such
as nursing services, social services, and
community education. To judge quality,
we need a lengthened time frame that
allows not only for examination of longer-
term impacts but also for changes over
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time in what is considered good care.
Finally, quality should be judged in the
context of costs, because when equally
good care is provided at a lower cost,
more resources are available for other
services.

Although consensus has emerged
around many of these precepts,** there
is disappointment over the extent to
which their fragmented application has
actually improved care.®#" This mea-
gerness of demonstrated benefit is es-
pecially worrisome given providers’
frustration with the time and adminis-
trative burdens imposed by current
oversight measures. Promising efforts
to operationalize these precepts on a
larger scale (ie, Agency for Health Care
Policy and Research, the Joint Commis-
sion on Accreditation of Healthcare Or-
ganizations’ Agenda for Change, and
Medicare’s Quality Improvement Initia-
tive)® will continue to have limited suc-
cess if not linked to more fundamental
changes in health care finance and de-
livery. This will require health system
reform based on the application of qual-
ity assurance tools and insights, guided
by the principles outlined below.

TEN PRINCIPLES
FOR IMPROVED QUALITY

1. There is a profound and insepa-
rable relationship between access and
quality: universal insurance coverage
is a prerequisite for quality care. Be-
cause quality must be population based,
traditional definitions of quality should
be broadened to include the gravest of
quality deficits—denial of care.® The
most important prerequisite for access
is health insurance. To delay universal
coverage for years, as projected in the
Clinton plan and various congressional
health proposals, means the continua-
tion of compromised quality for millions
of people.

Growing evidence from large obser-
vational studies underscores this strong
relationship between quality and access/
insurance status:

e The hospitalized uninsured are 2.3
times more likely to suffer adverse iat-
rogenic events.®

@ The loss of Medicaid coverage has
been associated with a 10-point increase
in diastolic blood pressure and a 15%
increase in the hemoglobin A, level in
diabetic patients, increasing the odds of
dying within 6 months by 40%.%°

e The uninsured poor are twice as
likely as those with private insurance to
delay hospital care; among those delay-
ing care, hospital stays are longer and
death rates are higher.®

e Being uninsured was associated
with twice the 15-year mortality (18.4%
vs 9.6%); even after adjusting for major

health risk factors, mortality remained
25% higher.?

@ Lack of health insurance is associ-
ated with failure to receive preventive
services, including blood pressure moni-
toring, Papanicolaou tests, breast ex-
aminations, and glaucoma screening.®

This profound connection between
quality and access extends far beyond
simply underserving the uninsured. Ac-
cess problems threaten quality for those
with insurance who encounter delays
and overcrowding in emergency depart-
ments overflowing with patients lack-
ing primary care.® For the insured, limi-
tations on benefits, including financial
barriers (such as co-payments, restric-
tions in coverage, and rationing via ad-
ministrative obstacles), increasingly ob-
struct care.®® Most important, quality is
distorted when ability and willingness
to pay become the criteria for deter-
mining which services are provided.
Marginally effective or even harmful
treatments for the well-insured affluent
take priority over more needed and ap-
propriate services.*

2. The best guarantor of universal
high-quality care is a unified system
that does not treat patients differently
based on employment, financial sta-
tus, or source of payment. This prin-
ciple embodies Eddy’s health care
“golden rule™: If a service is necessary
for oneself, it is necessary for others.®
We reject the notion that different
people are entitled to a different quality
of care.

The quality-impairing consequences
of separate classes of insurance are il-
lustrated by Medicaid, whose recipients,
though “insured,” are often refused care
or provided substandard treatment.®
For many medical services, access for
Medicaid patients is little better than
for the uninsured (D. U. Himmelstein
and S. Woolhandler, unpublished tabu-
lations from the 1987 National Medical
Expenditures Survey). Similarly, uni-
versally available lowest-tier coverage,
such as that proposed under managed
competition, with more or better ser-
vices only for those able to afford to
upgrade their benefits, violates this prin-
ciple and would perpetuate inequalities
in health care.

The equality principle is a prerequi-
site to grapple meaningfully with ways
to control marginally effective expen-
sive interventions. Otherwise, limits
based on ability to pay are, by defini-
tion, discrimination against the poor.®

Under a multitiered system, patients
and providers internalize an “everyone
for himself or herself” ethic, eroding in-
centives for improving the system over-
all.® A cohesive system based on fair-
ness and equality could harness each
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citizen’s desires for quality care todrive
system quality upward. It would pro-
mote mechanisms for individual com-
plaints to be linked to system-wide im-
provement rather than dissipated as
special privileges. It would ensure that
the quality of the basic plan is high
enough to be acceptable to all citizens.
Proposals that allow individual or cor-
porate “opting out” of publicly defined
benefit packages erode this quality-en-
hancing covenant. Hence, a single pro-
gram not only minimizes discrimination
against the vulnerable but also promotes
improvement overall.

3. Continuity of primary care is
needed to overcome fragmentation and
overspecialization among health care
practitioners and institutions. Patients
need care coordinated by the primary
care provider of their choice. Whether
evaluating a confused elderly patient or
discontinuing aggressive care to a pa-
tient with emphysema, a continuing phy-
sician-patient relationship is the essen-
tial foundation that allows physicians to
practice conservative, sensitive, appro-
priate, cost-effective medicine. Competi-
tive models that encourage patients to
switch among competing plans discour-
age ongoing relationships.! Competition
also blunts incentives for prevention
because the resulting savings are likely
to accrue long after the patient has
switched to a rival plan.

As practitioners, we do quality work
when patients can trust that we will be
available with the time, independent
judgment, and familiarity with their
problems to give them skillful personal
attention. Cost-containment efforts de-
signed to limit utilization have counter-
productively undermined this primary
caring role. Erecting financial barriers
to discourage contact, penalizing the pri-
mary practitioner for ordering tests and
consultations, and intrusive utilization
review measures have contributed to
growing dissatisfaction with primary
care practice.2%

4. A standardized confidential elec-
tronic medical record and resulting da-
tabase are key to supporting clinical
practice and creating the information
infrastructure needed to improve care
overall. Information technology should
allow us to zoom in to focus on the mi-
crodetails of why a particular clinical
decision was made, as well as give a
macro-overview of disease patterns in
populations. Its memory should permit
panning backward and forward in time,
seeing our own patients’ past histories,
as well as aggregating data to project
disease natural history and response to
interventions.

Unfortunately, implementation of
medical computing has been driven by
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insurance/billing imperatives, often ig-
noring information needs for improved
patient care. The Institute of Medicine
Committee on Improving the Medical
Record has documented the ways that
paper-based medical records and com-
puterized laboratory and claims data fail
to coalesce into integrated patient care
records, capable not only of storing pa-
tient data but also of improving the qual-
ity of care.* Consider routine yet cur-
rently difficult clinical decisions, such as
whether a patient’s wound requires a
tetanus shot, or a positive syphilis se-
rology result requires treatment, or a
decreased hematocrit requires further
workup. Computer technology should
permit us to track patients over time
across multiple sites and support higher-
quality clinical decision making. Its po-
tential for real-time reminders, prescrib-
ing, and bibliographic assistance is vast
but unrealized.#

Realizing the computer’s quality sup-
port potential hinges on strong guaran-
tees of personal data confidentiality,*
uniformity and integrity of datasystems,
availability of aggregate datain the pub-
lic domain,* and minimization of costs,
especially for software development and
dataacquisition. Creating national stan-
dards for protection of patients’ privacy
is one of the most important issues that
health system reform must address, yet
prospects for federal leadership appear
to be confused and uncertain.*”*® The
United States lags behind other coun-
tries in developing a secure clinical in-
formation infrastructure because it lacks
a unified approach. No public entity has
sufficient scope or authority to spear-
head this project.*

Despite a lengthy section on informa-
tion automation, the Clinton proposal
perpetuates the primacy of financial
data to the neglect of clinical informa-
tion by calling for computerized billing
but not computerized patient care re-
cords.” Furthermore, managed compe-
tition compromises this erucial tool for
advancing the public’s health by frag-
menting information among competing
health plans and creates incentives for
distortion (ie, “diagnosis creep”) that
arise when data are linked to financial
rewards.?!

5. Health care delivery must be
guided by the precepts of continuous
quality improvement (CQI). Improved
data combined with statistical thinking
permit amore scientific practice of medi-
cine. Five ideas are basic to CQI?%2%;

® Systemsimprovement: addressing
underlying causes of problems rather
than inspecting for and micromanaging
individual practice variations.

® Teamwork and cooperation: shift
from fear, individual blame, and com-
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petition toward cooperation to improve
interactions within and between orga-
nizations.

® Overriding commitment to quality:
quality should be the foremost mission
and central preoccupation of health sys-
temleaders and reform efforts; cost sav-
ings derive from this primary commit-
ment to quality.

® Improvement of processes: quality
can be continually improved by study,
innovation, and simplification of the nu-
merous small steps involved in perform-
ing daily tasks, leading to an organiza-
tional atmosphere of experimentation
and productive change.

® Empowerment of workers and cus-
tomers: frontline workers must have the
authority, resources, and statistical tools
to conduct process improvements. Pa-
tients’ voices must be amplified so that
their needs can be better addressed as
the central aim of health care.

Current widespread endorsement of
CQI belies a continuing focus on exter-
nal inspection, short-term financial gain
as the measure of success, inefficient
cost-control measures, and disruptions
of physicians’ relationships with patients
and colleagues as employers and insur-
ers seek the lowest price (New York
Times. January 24, 1993:1).241454 Up-
der our current system, each insurer
must protect its financial stake through
these shortsighted measures that dis-
rupt overall quality. Well situated to
exercise such undesirable options, in-
surers cannot risk the long-term com-
mitments to patients and providers, plus
loss of management prerogatives, inher-
ent in the five elements of CQIL.

Improving individual providers’ care
can best be accomplished via supporting
their ability to practice quality care
coupled with pooled outcomes data and
patient feedback. This contrasts to the
current punitive, exclusionary, and com-
petitive approaches. The thrust of CQI
is to improve the norm of performance
rather than to merely identify outliers.
Where individual competence and per-
formance deficiencies do exist, they must
be conscientiously evaluated and defini-
tively resolved. Continuous quality im-
provement creates a climate and pro-
vides tools to accomplish this more fairly
and constructively.

6. New forums for enhanced public
accountability are needed to improve
clinical quality, to address and prevent
malpractice, and to engage practition-
ers in partnerships with their peers
and patients to guide and evaluate care.
Patients’ and practitioners’ mutual de-
sire to redress and prevent suboptimal
medical outcomes should make them natu-
ral allies. Instead, we are witnessing grow-
ing antagonisms. The narrow emphasis
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on antagonistic all-or-none approaches,
such as lawsuits, or exiting one plan for
another, constrains consumers from
maximally exercising choices, sharing in
decision making, and being genuinely in-
volved in oversight and helping to pre-
vent malpractice.

The Harvard Malpractice Study dem-
onstrated that one in 25 hospitalized pa-
tients suffered a disabling iatrogenic in-
jury, one quarter of these as a result of
negligence.'® Reconciling consumers’ le-
gitimate demands to improve this per-
formance with the need to protect con-
fidentiality, the need to nurture candid
professional introspection, and the cur-
rent inadequacy of outcomes data for
judging quality® poses difficult chal-
lenges. This requires trust and coopera-
tion. Although we believe that a no-fault
approach to malpractice is most consis-
tent with the logic of CQI (which seeks
prevention over blame) and universal
coverage (which would already provide
lifetime health benefits for iatrogenic
injuries, thus obviating the need to sue
for such benefits), additional research is
needed on questions of deterrence and
effectiveness.

Just as the concept of informed con-
sent was once foreign, today’s physi-
cians are unaccustomed to thinking con-
structively about creating a health
sphere in which difficult issues and al-
ternatives are openly discussed. Gath-
ering data about care practices and turn-
ing those data into information to be
shared with peers and the public must
become a key ethical duty.*%5 New
vistas for more public yet scientific and
collegial oversight include designing and
evaluating practice guidelines®; evalu-
ation of patient satisfaction, complaint,
and outcomes data, such as delayed or
missed diagnoses®; ombudsman pro-
grams; alternative ways to adjudicate
malpractice allegations®; interactive
decision-making computer technology®;
and more meaningful regulatory activi-
ties.51-64

In the event of a medical mishap or
untimely death, patients or relatives
want an explanation and an opportunity
to ask questions and receive full and
honest answers, things we often fail to
provide.® For centuries, the autopsy has
fulfilled an important “convening” func-
tion for the profession to engage such
questions and admit mistakes (unfortu-
nately this valuable tool is increasingly
neglected).% Practice databases may fa-
cilitate an analogous convening forum
for bringing together the profession and
the public to examine ourrecord, thereby
fulfilling our obligations for expanded
public accountability.

7. Financial neutrality of medical
decision making is essential to recon-
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cile distorting influences of physician
payment mechanisms with ubiquitous
uncertainties in clinical medicine. Pay-
ment incentives may distort the quality
of medical services. Fee-for-service fa-
vors excessive use of services, while capi-
tation payment may encourage under-
treatment.**¥" To lessen this tendency
for physician payment to distort treat-
ment decisions, we must strive to re-
move personal financial considerations
from clinical decision making.

Self-referral by physicians to medical
facilities from which they profit is a par-
ticularly egregious example of a finan-
cial incentive distorting a physician’s
practice. Physician ownership of diag-
nostic imaging centers is associated with
a referral rate four times that of their
noninvesting physician colleagues.®
Similarly deplorable are managed care
arrangements that directly tie physi-
cians’ incomes to withholding referrals
for diagnostic tests, specialty consulta-
tion, or hospitalization. These arrange-
ments create an unacceptable conflict
between a patient’s welfare and a phy-
sician’s financial interest. Even not-for-
profit physician networks, portrayed by
Clinton plan advocates as alternatives
to insurance company or managed care
inducements,® perpetuate this conflict
of interest when they make providers
assume “financial risk” for their patients.

Physicians do need to make more cost-
conscious and cost-efficient decisions.
However, we reject approaches that ex-
pect improved decision making to de-
rive from tinkering with physician re-
wards. The problem is not insufficient
motivation; it is uncertainty which, as
many have noted, is ubiquitous in medi-
cine.™ Financial incentives to manipu-
late physicians to do more or less con-
ceal rather than address our clinical
knowledge deficits. Physicians respond
best to efforts, based on their intrinsic
values, that motivate and involve them
directly in improving patient care. Even
when forced to choose between maxi-
mizing patient outcomes over their own
financial gain, physicians typically choose
to improve care.”

We recognize that financial neutral-
ity is an ideal. No payment mechanism
completely eliminates the influence of
payment on treatment. For example,
while payment by salary separates day-
to-day clinical decisions from financial
considerations, it can encourage under-
treatment or the avoidance of more com-
plex patients who require expensive
care. The current British approach, capi-
tation supplemented with added fees for
preventive services and complex cases,
illustrates one possible alternative.™
Such arrangements at least channel
incentives toward mutually agreed on

positive objectives rather than creating
conflicts and lack of trust that poison
provider-patient relationships.

8. Emphasis should shift from mi-
cromanagement of providers’ practices
to macroallocation decisions. Public
control over expenditures can improve
quality by promoting regionalization,
coordination, and prevention. The un-
controlled proliferation and duplication
of expensive technology in our present
system, considered by some the sine qua
non of US high-quality care, both adds
to cost and detracts from quality.

For example, because we have too
many mammography machines, each is
underutilized. This doubles the cost of
each test. As a result, many women can-
not afford screening. Thus, because we
have too many mammography machines,
we have too little breast cancer screen-
ing.®

For technically complex procedures,
an inverse relationship between volume
and mortality rates has generally been
observed.™ Yet, in the RAND appro-
priateness study, one fourth of the sur-
geons performing carotid endarterecto-
mies did only one such procedure per
year (on Medicare patients). Three of
four surgeons performed fewer than 10
endarterectomies—the average annual
number performed by these surgeons
was 3.4, a number most would consider
too few to maintain proficiency.™

Hospitals compete for patients by es-
tablishing competing specialized services
rather than cooperating to establish one
high-quality unit. Two decades of “re-
gional planning” requiring certification
for more costly capital expenditures have
shown that, absent more direct financial
control of capital allocations, such regu-
latory efforts have not succeeded.™

Reorientation toward macroallocation
broadens quality horizons in many ways.
Establishing “fences” that prospectively
define available resources means that
less energy and money are wasted micro-
managing each decision, and more en-
ergy is directed toward overall qual-
ity.™ A child scolded to clean his plate
because there are children starving in
Africa may reasonably question the logic.
Refusing intensive care unit treatment
to an elderly patient because the re-
sources could be better used for prena-
tal care is similarly hard to justify if we
lack a structure to redirect the re-
sources.” Global budgets allow mana-
gerial energies to be redirected away
from maximizing revenue, improving
market share and expansion, toward im-
proving quality.

Competition gurus rely on report
cards to allow marketplace choices to
drive competition toward better qual-
ity. They overestimate the precision of
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measurements at the level of the indi-
vidual provider or health plan (New York
Times. March 31,1994:A1, A11)™ as well
as the higher “leverage” potential of co-
ordinated systemimprovement. Because
existing measures lack precision, cost
may end up being the only “objective”
measure. Berwick® has argued that qual-
ity needs to be induced rather than se-
lected. Measuring performance ought to
be aimed more at improving quality than
at lubricating competition. Such im-
provement requires leadership commit-
ted to improving each component of the
system as well coordinating its various
elements.

9. Quality requires prevention. Pre-
vention means looking beyond medi-
cal treatment of sick individuals to
community-based public health efforts
to prevent disease, improve function-
ing and well-being, and reduce health
disparities. These simple goals, articu-
lated in Healthy People 2000, remain
elusive. Nine preventable diseases are
responsible for more than half of the
deaths in the United States, yet less
than 8% of health care spending is di-
rected toward prevention.®

Private health insurance attaches
funding only to individual patients and
thus separates the funding role and con-
trol from that of representing broader
societal interests.® Insurance companies
discovered risk factors, such as hyper-
tension,® yet they used this insight pri-
marily to exclude high-risk individuals.
This fragmenting of the community
places both sick people and the social
causes of disease outside the boundaries
of medical care. Although rhetorically
“prevention is cheaper than cure,” many
preventive measures probably increase
costs.® This, combined with high patient
turnover rates and short-term financial
orientation, gives private insurers little
incentive to invest in prevention.

Health care financing should facilitate
problem solving at the community level.
Community-based approaches to health
promotion rest on the premise that en-
during changes result from community-
wide changes in attitudes and behaviors
as well as ensuring a healthy environ-
ment.®# Stores that refuse to sell to-
bacco to minors and promote low-fat
foods, schools that teach avoidance of
human immunodeficiency virus infection,
and a health department that can guar-
antee clean air and water have a more
vital role in ensuring health than does
private health insurance. According to
Enthoven,® the originator 6f managed
competition, its “goal is to divide pro-
viders in each community into compet-
ing economic units.” Capitation pay-
ments to competing providers, in theory
designed to motivate prevention, thus
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fracture the community and make com-
munity-based interventions more diffi-
cult because no provider has a popula-
tion-based purview.

10. Affordability is a quality issue.
Effective cost control is needed to en-
sure availability of quality health care
both to individuals and the nation.
Good-quality care should not mean ex-
pensive care; if it does, it will not be
available to most citizens. Flawed cost
control reduces quality in many ways. It
diverts resources from legitimate health
needs, increases iatrogenic risks, and
leads to financial barriers to care. These
harmful impacts derive both from fail-
ure to contain costs and “side effects” of
ill-conceived cost-control measures.

Despite multiple cost-control mea-
sures during the past two decades, costs
continue to escalate. These measures
have failed to slow growth of adminis-
trative costs, improve efficiency, curb
ineffective or marginally effective ser-
vices, or rein in excessive managerial or
professional salaries or profits.3*® More-
over, many cost-control initiatives have
encouraged providers to discriminate
against less profitable patients and in-
crease their focus on fiscal rather than
clinical goals.

The most prevalent approach to con-
taining costs has been patient “cost shar-
ing.” Financial barriers have serious
quality-impairing potential unless they
are adjusted to patients’ need for care
and ability to pay.®"% It is impossible to
erect a barrier high enough to discour-
age unnecessary care, low enough that
needed care is not deterred, and simul-
taneously adjusted to a patient’s discre-
tionary income. Donabedian® argues
that “even if such adjustments were
made, financial barriers would remain
too blunt an instrument for assuring a
precise calibration of care to need.” The
RAND Health Insurance experiment
confirmed this, finding that “changing
economic incentives can alter the amount
of care consumed, but implementing such
incentives appears to increase or de-
crease proportionately both appropri-
ate and inappropriate use.”*

CONCLUSIONS

Private insurers and employers have
regularly sought cheaper care and to
avoid paying beneficiaries’ bills, but have
rarely advocated better-quality care for
patients.” Health reformersin the United
States should heed lessons learned in
other industries. An obsession with cut-
ting costs rather than with quality leads
to both suboptimal quality and higher
costs. Systems based on trust and com-
mon purpose achieve far more than those
based on barriers and competition. In
addition, solutions that tamper with a
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system, increasing complexity, are infe-
rior to those that simplify the way a job
is done.®

Health-financing reform provides a
pivotal opportunity to improve the qual-
ity of health care. We believe that a
single-payer national health program
provides the most effective framework
for implementing the quality-enhancing
principles discussed above.

A managed competition strategy, such
as that proposed by the Clinton admin-
istration and debated in Congress, while
designed to provide universal access, has
not demonstrated an ability to contain
cost and creates a complex structure with
separate and unequal multitiered care.
Eschewing the easily enforceable bud-
getary constraints of the single-payer ap-
proach necessitates reliance on poten-
tially damaging financial incentives,
wasteful micromanagement, and compli-
cated budgetary regulation to minimize
spending. Accountability, achievable only
if patients are maximally empowered and
involved, is structurally nurtured by an
open and publicly controlled funding pro-
cess and impeded under managed com-
petition by multiple intermediaries be-
tween providers and patients. Effective
implementation of computers in clinical
medicine would be retarded by pecuni-
ary interests favoring proprietary data
and incompatible software formats and
enhanced by public development, own-
ership, and standards. Global budgeting
facilitates directing national resources
based on the needs derived from these
epidemiologic data, whereas competition
ensures that resource allocation will de-
pend on profitability.

No amount of regulation and over-
sight can breathe quality into a system
that is not based on caring professionals
working for patients. There is little
empirical evidence that report cards and
regulatory constraints can reliably sepa-
rate “good” from “bad” care. The tech-
nical capabilities of such measures are
too imprecise, and incentives for gam-
ing are too great (New York Times.
March31,1994:A1, A11).%™% Such mea-
sures encourage mindless efforts tomeet
concrete, but in many cases tangential,
criteria while emphasizing sanctions and
policing, which run counter to the CQI
principles that empower workers to
think innovatively about processes.
Regulation cannot revitalize a system
controlled by financial institutions driven
by fiscal incentives that reward both
efficiency and fraud, quality care as well
as neglect of patients’ problems. More
regulatory and administrative overhead
does mean less time and resources for
patient care.

A single-payer system is not a panacea
for resolving these problems. What it does
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offer is a framework for collectively en-
gaging these issues in a fair, cohesive,
and effective fashion. The 10 principles
outlined above, while neither a detailed
blueprint of how a US single-payer sys-
tem would work nor a point-by-point
critique of alternate reform proposals,
suggest that important opportunities to
improve quality would be compromised
were the United States to settle for a
managed competition approach.

Rather than being a code word for the
status quo, quality must become a piv-
otal guide for change. A unified system
emphasizing cooperation, democratic ac-
countability, and explicit planning is
preferable to a fragmented approach
with accountability abdicated to success
or failure in the market and planning
forsaken in favor of resource allocation
based on profitability. Only this pre-
ferred approach to system redesign can
lead us to a qualitatively better system,
one that instills a sense of ownership
and pride in its patients and providers.

We thank Ann MeKinnon for editing assistance.
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Section II: The Evidence-Based Case for Single-Payer National Health Insurance

Talking Point 7

Other countries have high-quality health care with
lower levels of amenable mortality.

“Nesxt, I will use a medium-point roller-ball pen with black ink and,
on the anterior side of the upper-left quadrant, two centimetres below the
binding staple, begin detailing in bold print the patient’s previous medications
and treatments relating to present indications for procedure and treatment,
as required on this particular bealth-insurance form.”
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The rate of “mortality amenable to health care”—that is, deaths that are considered preventable with
timely and effective health care—declined for people under age 75 across 16 high-income nations
between 1997-1998 and 2006-2007. While all countries showed improvement, the United States
improved the least.

Back d
ackgroun “Ten out of 16 countries

The concept of “amenable mortality” refers to unnecessary and experienced a decline of
30 percent or more;
however in the U.S. and
in Greece this was just

untimely premature deaths from certain causes that are potentially

preventable with timely and effective health care. Amenable mortality

is one of many indicators used to measure health system performance over 20 percent. As a
across nations. This Commonwealth Fund—supported study examined consequence, in 2007,
trends in amenable mortality for people under age 75 in 16 high- levels of amenable
income countries between 1997-1998 and 2006—2007. mOl‘talitY in the
................................................................................................................. U.S. were almost
Key Findings twice those seen in
¢ In 20062007, amenable mortality accounted for 24 percent of Francel which had

deaths under age 75 in the 16 countries studied. the lowest levels.”

* Rates were lowest in France, with 55.0 deaths per 100,000
people, followed by Australia (56.9 per 100,000) and Italy (59.9 per 100,000). The highest levels were
in the United States, with 95.5 deaths per 100,000 people, followed by the United Kingdom (82.5 per
100,000) and Denmark (80.1 per 100,000).

*  Between 1997-1998 and 2006—2007, levels of amenable mortality fell by 30 percent or more in 10 of

the 16 countries; however, the rate in the U.S. fell by only 20.5 percent, the lowest level of decline.
Ireland had the highest rate of decline (42.1%).

e If the U.S. had achieved levels of amenable mortality seen in the three best-performing countries—
France, Australia, and Italy—84,300 fewer people under age 75 would have died in 2006-2007.
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U.S. Lags Other Countries: Mortality Amenable to Health Care
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Source: Adapted from E. Nolte and M. McKee, “Variations in Amenable Mortality—Trends in 16 High-Income
Nations,” Health Policy, published online Sept. 12, 2011.

Addressing the Problem

Although amenable mortality fell consistently in all countries, the scale and pace of improvement varied.
The United States’s poor performance and relatively slow improvement compared with other nations may

be attributable to “the lack of universal coverage and high costs of care,” the authors conclude.

About the Study

The authors use data from the World Health Organization’s mortality database for the periods 1997—
1998 through 2006-2007. The countries included in the study are: Australia, Austria, Denmark, Finland,
France, Germany, Greece, Ireland, Italy, Japan, Netherlands, New Zealand, Norway, Sweden, the
United Kingdom, and the United States. The causes of death considered amenable to health care include
selected childhood infections, treatable cancers, diabetes, cerebrovascular disease and hypertension, and
complications of common surgical procedures. The authors also included ischemic heart disease, but only

considered 50 percent of such deaths as amenable to health care. The upper age limit was set at 75.

The Bottom Line

If the U.S. had achieved levels of amenable mortality seen in the three best-performing countries—

France, Australia, and Italy—84,300 fewer people under age 75 would have died in 2006-2007.
Citation

E. Nolte and M. McKee, “Variations in Amenable Mortality—Trends in 16 High-Income Nations,”
Health Policy, published online Sept. 12, 2011.

This summary was prepared by Deborah Lorber.
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Section II: The Evidence-Based Case for Single-Payer National Health Insurance

Talking Point 8

Competition among investor-owned, for-profit
entitites — including hospitals, HMOs, hospice care,
and nursing homes — increases costs and degrades
quality.
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Competition in a publicly funded

healthcare system

Are the UK and other countries right to adopt a market based model for improving their health
services? Steffie Woolhandler and David Himmelstein believe that the appropriate response
to the US experience with such policies is quarantine, not replication

Why would anyone choose to emulate the US health- Steffie Woolhandler associate
care system? Costs per capita are about twice the | professor of medicine
Organisation for Economic Cooperation and Devel- = David UHimmelsteinassociate
ment average. Forty seven million people are com- ~~ Professorofmedicine, Department
op . ge- Y . P. P of Medicine, Cambridge Hospital,
pletely uninsured. Many others with insurance face = Harvard Medical School,
high out of pocket costs that hinder care and bankrupt =~ Cambridge, MA,USA
more than a million annually.! Mortality statistics lag ~ Correspondenceto:DU
behind th £ t oth lth tri d Himmelstein, 1493 Cambridge
ehind those of most other wealthy countries, an Street, Cambridge, MA 02139, USA
even for the insured population, clinical outcomes and | david_himmelstein@hms.
patient satisfaction are mediocre.? * harvard.edu
This dismal record arises, we contend, from health = Accepted: 8 November 2007
policies that emphasise market incentives. Even as the
public share of health spending in the US has risen
to 60% (box) investor owned firms have eclipsed the
public, professional, and charitable bodies that previ-
ously managed the financing and delivery of care. The
development and effect of US policies that mix public
funding and private management has wider relevance
because politicians in Europe and beyond are pushing
analogous schemes.

Failure of private contracting in Medicare

The combination of tax funding and market oriented
delivery is exemplified by the US Medicare programme,
which has a budget more than double that of the entire
NHS. Until 1965, many US employers offered private
health cover, but elderly, poor, and disabled people
were mostly uninsured and forced to rely on threadbare
government institutions or charity. In 1965, Congress
established the Medicare social insurance programme
for elderly people. Private hospitals gained a vast new
market, and investors soon took note, launching for-
profit chains that now account for 15% of US acute care

Taxfinanced health spending in US

o Official figures for 2005 peg government’s share of total health expenditure at 45.4%, but
this excludes:
Tax subsidies for private insurance, which cost the federal treasury $188.6bn (£92bn;
€129bn) in 2004 and predominantly benefit wealthy taxpayers
Government purchases of private health insurance for public employees such as police
officers and teachers. Government paid private insurers $120.2bn for such coverage in 2005:
24.7% of the total spending by US employers for private insurance

e Government’s true share amounted to 9.7% of gross domestic product in 2005, 60.5% of
total health spending or $4048 per capita (out of total expenditure of $6697)

e By contrast, government health spending in Canada and the UKwas 6.9% and 7.2% of gross
domestic product respectively (or $2337 and $2371 per capita)

¢ Government health spending per capita in the US exceeds total (public plus private) per
capita health spending in every country except Norway, Switzerland, and Luxembourg
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hospitals. Similarly, for-profit dialysis firms rushed in
after the government made everyone with end stage
renal disease eligible for Medicare in 1972.

Until the 1970s, private insurers (mostly founded
and controlled by doctors and hospitals) and Medi-
care exerted minimal oversight of care and payment
rates. But soaring costs prodded employers and gov-
ernment to assert more control. In the private sector,
managed care and health maintenance organisations
(HMOs)—most of which were controlled by investors
rather than health providers and vigorously intervened
in clinical care—rapidly gained a foothold.

In the mid-1980s, Medicare also began encouraging
elderly people to enrol in private HMOs. Government
paid the private plans a fixed monthly premium for each
person who switched from traditional (fee for service)
Medicare, with the HMO taking over responsibility for
purchasing (or, rarely, providing) care. This arrangement
was touted as a means to bring market efficiency to the
public programme and to broaden patients’ choices.

Unfortunately, the first crop of Medicare HMOs
yielded mainly scandal—for example, a major political
donor whose plan enrolled thousands of aged patients
in Florida (and collected tens of millions of government
dollars) but neglected to contract with doctors or hos-
pitals to care for them. He fled prosecution, eventually
seeking refuge in Spain.*

Subsequently, Medicare applied stricter regulations.
The government set the HMOs’ payment at 95% of
the average monthly cost of care for a patient in tra-
ditional Medicare, with the expectation of 5% savings
through improved efficiency. Patients who chose an
HMO-—attracted by free spectacles, lower copay-
ments, and other benefits not covered under traditional
Medicare—were free to return to traditional Medicare
whenever they wished.

HMOs recognised an opportunity in the skewed
distribution of health costs. Most patients use little
care—indeed 22% of elderly people cost Medicare
nothing at all each year—while the fraction who are
severely ill account for the lion’s share of expenditures.
Astute HMO executives quickly realised windfall profits
through cherry picking—recruiting healthier than aver-
age older people who brought hefty premiums but used
little care—and returning sick patients, and their high
medical bills, to the traditional Medicare programme—
disrupting care for millions.’

HMO marketing departments devised selective
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recruitment schemes to attract healthy people. These
included free fitness club memberships, complementary
recruiting dinners at times and places inaccessible to
frail elderly people, and advertisements painted on
the bottoms of swimming pools. HMOs used financial
incentives to encourage doctors to persuade sick patients
to leave the HMO—for example, deducting payments to
specialists from the primary care doctor’s own capitation
payment. Hence, a general practitioner could raise her
income by advising patients needing hip replacement
to leave the HMO, and even convince herself that such
advice might benefit patients by freeing them of HMO
restrictions on the choice of surgeon and hospital.

HMOs concentrated on ensuring convenient and
attractive care for the modest needs of healthy (and
profitable) older people. Meanwhile, expensive, ill
patients fared poorly. Stroke patients, those need-
ing home care, and others with chronic illnesses got
skimpy care, had bad outcomes, and fled HMOs.”®
And when all else failed and an HMO found itself
saddled with too many unprofitably ill patients in a
particular county, executives simply closed up shop
in that area and returned the patients to traditional
Medicare.

By the late 1990s, private HMOs’ selective enrol-
ment of healthy elderly people and removal of sick
people had raised annual Medicare costs by about
$2bn.? Yet despite this subsidy, HMOs couldn’t effec-
tively compete with traditional Medicare. The bur-
den of administrative costs—about 15% in the largest
Medicare HMO'" compared with 3% in traditional
Medicare—was too great to overcome. Many HMOs
couldn’t sustain the extra benefits they had offered at
the outset to attract members.

As enrolment fell, HMOs lobbied hard for govern-
ment rescue, and Congress upped their payments.
Currently, Medicare pays private plans $77bn annu-
ally; the cost of caring for the eight million Medicare
members who have switched to HMOs is 12% above
the cost of caring for comparable patients in traditional
Medicare.!

Medicare’s HMO contracting programme, originally
touted as a market based strategy to improve the pub-
lic programme’s efficiency, has evolved into a multi-
billion dollar subsidy for private HMOs. Moreover,
the massive financial power amassed by these firms
(largely at government expense) is a political roadblock
to terminating this failed experiment.

Is private really better?

Other US experiments in using public money to buy
care from private firms have also disappointed. Costs
for the private insurance that government purchases
for public employees have risen even faster than Medi-
care’s.”? According to comprehensive meta-analyses,
investor owned renal dialysis centres (funded almost
entirely by the special Medicare programme that
covers everyone needing long term dialysis) have
9% higher mortality than non-profit centres despite
equivalent costs'’; and investor owned hospitals—which
receive most of their funding from public coffers—have
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2% higher death rates and 19% higher costs than non-
profit hospitals.'* ¥ Despite spending less on nurses
and other clinical staff, investor owned hospitals spend
more on managers.'°

If the failings of private contracting in the US are
underappreciated, so is the major success story of
recent US health policy: the Veterans Health Admin-
istration system. This network of hospitals and clinics
owned and operated by government was long derided
as a US example of failed Soviet-style central planning.
Yet it has recently emerged as a widely recognised
leader in quality improvement and information tech-
nology. At present, the Veterans Health Administration
offers more equitable care, of higher quality, at compa-
rable or lower cost than private sector alternatives."”

Costs of market forces
Health care’s shift from a public service to a busi-
ness model has raised costs, partly by stimulating the
growth of bureaucracy. The proportion of health funds
devoted to administration in the US has risen 50% in
the past 30 years and now stands at 31% of total health
spending, nearly twice the proportion in Canada.'®
Meanwhile, administration has been transmogrified
from the servant of medicine to its master, from a
handful of support staff dedicated to facilitating patient
care to a vast army preoccupied with profitability.
Recent trends elsewhere indicate that the US expe-
rience is not unique. The advent of internal markets
sharply increased administrative costs in the UK' and
New Zealand.”® The overheads of Canadian private
insurers are 10 times higher than those of public pro-
vincial health insurance programmes.'® In Australia,
tax subsidies for private insurance have directed
money through private firms, whose overhead is 12%
(versus 3.5% in the public programme)*'; the private
hospitals favoured by current policies are about 10%
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costlier than public ones.?? As Germany’s insurance
plans have adopted an increasingly business-like mode
of operation, administrative costs have soared, rising
63.3% between 1992 and 2003; meanwhile doctors
complain about an avalanche of paperwork.?

Two factors are at work. Firstly, fragmenting the
funding stream, with multiple payers rather than a
single government one, necessarily adds complexity
and redundancy. Secondly, high administrative costs
are intrinsic to the commercial mode (in medical care
as elsewhere). Each party to a business transaction
must maintain its own detailed accounting records, not
primarily for coordination but as evidence in case of
disputes.** Moreover, investors and regulators demand
verification by independent auditors, generating yet
another set of records. Thus the commercial record
replicates each clinical encounter in paper form before,
during, and after it takes place in the examining room.
The sense of mutual obligation and shared mission to
which medicine once aspired becomes irrelevant, even
a liability. Hence, the decision to unleash market forces
is, among other things, a decision to divert healthcare
dollars to paperwork.

Market failure
Market theorists argue that although competition
increases administration, it should drive down total
costs. Why hasn’t practice borne out this theory?
Investor owned healthcare firms are not cost mini-
misers but profit maximisers. Strategies that bolster
profitability often worsen efficiency. US firms have
found that raising revenues by exploiting loopholes or
lobbying politicians is more profitable than improving
efficiency or quality. Columbia/Hospital Corporation
of America (HCA)—the biggest US private hospital
operator—deliberately submitted inflated bills and
expenses to the government, structured business
deals so that Medicare picked up the cost of corporate
expenses, and paid doctors in return for patient refer-
rals.”” Tenet, the second largest hospital firm, has a
long history of legal problems. In the 1980s (when the
firm was known as National Medical Enterprises) it
gave doctors kickbacks to boost referrals and improp-
erly detained psychiatric patients in order to fill beds,
resulting in legal settlements totalling nearly $700m.?
More recently, Tenet paid hundreds of millions of dol-
lars in fines to resolve claims that it offered kickbacks

Hallmarks of market based reforms

Overcrowded
US emergency
departments
turn away an
ambulance once
a minute, on

average

® Market reforms aim to bring medicine into the realm of commerce, where commodities

(homogeneous goods or services) are bought and sold for profit

e The first stage of this process is to divide the medical enterprise into discreet, saleable units
(commodities), creating buyers and sellers—for example, separating responsibility for
financing and providing care or moving from global hospital budgets to fixed payment fora

specific procedure

¢ Once medical commodities are defined, the sellers (medical providers) are forced to

compete, giving rise to financial winners and losers

* Because most medical commodities are heterogeneous (patients differ) providers can gain
advantage by market segmentation—for example, caring for a relatively healthy subgroup of

patients with a particular diagnosis

* Profitable providers attract investors and amass the financial (and political) power to expand
their opportunities, while unprofitable ones are driven from the market
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for referrals; claimed excessive sums from Medicare;
and that its hospitals performed hundreds of unneces-
sary cardiac procedures.? %

For-profit executives’ incomes also drain money
from care. When Columbia/HCA’s chief executive
officer resigned in the face of fraud investigations into
the company, he left with $324m in company stock.
Tenet’s chief executive exercised stock options worth
$111m shortly before resigning under pressure from
investors in 2003. The head of HealthSouth (the domi-
nant provider of rehabilitation care, mostly paid for
by Medicare) made $112m in 2002, the year before
his indictment for fraud (charges of which he was later
acquitted) and four years before his conviction on unre-
lated bribery charges.*

Even chief executives of untainted firms have reaped
enormous rewards. Former Harvard geriatrician John
Rowe earned $225000 a day (including Sundays and
holidays) in his 65 months running Aetna health insur-
ance company.®! Bill McGuire made $1.6bn after giving
up pulmonary medicine to run UnitedHealthcare.*

While private contracting has benefited executives
and shareholders, it has increased costs and worsened
quality because health care cannot meet the funda-
mental requirements for a functioning market. It is
fashionable to view patients as consumers, but seri-
ously ill people (who consume most care) cannot shop
around, reduce demand when suppliers raise prices,
or accurately appraise quality. They necessarily rely
on their doctor’s advice on which tests and treatments
to “purchase.”

Even for sophisticated buyers like government,
the “product” of health care is notoriously difficult to
evaluate, particularly since doctors and hospitals cre-
ate the data used to evaluate and reward them. When
Tenet hospitals did heart surgery on healthy patients,
the surgical outcomes appeared first rate. Even for
honest firms, careful selection of lucrative patients
and services is the key to success. Conversely, meet-
ing community needs often threatens profitability and
hence institutional survival. In the past decade 425
emergency departments—magnets for both very sick
and uninsured patients unable to pay—have closed.
Overcrowded US emergency departments turn away
an ambulance once a minute, on average.®

Finally, a real market would require multiple inde-
pendent sellers, with free entry into the marketplace.
Yet many hospitals exercise virtual monopolies; half
of Americans live in regions too sparsely populated to
support real medical competition.

What’s driving privatisation?

Evidence from the US is remarkably consistent; public
funding of private care yields poor results. In practice,
public-private competition means that private firms carve
out the profitable niches, leaving a financially depleted
public sector responsible for the unprofitable patients
and services. Based on this experience, only a dunce
could believe that market based reform will improve
efficiency or effectiveness. Why do politicians—who are
anything but stupid—persist on this track?
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Such reforms offer a covert means to redistribute
wealth and income in favour of the affluent and pow-
erful. Privatisation trades the relatively flat pay scales
in government for the much steeper ones in private
industry; the 15-fold pay gradient between the highest
and lowest paid workers in the US government gives
way to the 2000:1 gradient at Aetna.

But even more important, privatisation of publicly
funded health systems uses the public treasury to cre-
ate profit opportunities for firms needing new markets.
US private insurers used to focus on selling coverage
to employer sponsored groups and shunned elderly
people as uninsurable. Now, with employers cutting
health benefits, insurers have turned to public treasur-
ies for new revenues. And why stop at selling insur-
ance? Why not tap into the trillions spent annually on
care in hospitals and doctors’ offices?

Lessons for other countries
Market fundamentalists conjure visions of efficient
medical markets partnered with government over-
sight and funding to assure fairness and universality.
But regulation is overmatched. Incentives for optimal
performance align imperfectly, at best, with the real
goals of care. Matrices intended to link payment to
results instead reward entrepreneurs skilled in clever
circumvention. Their financial and political clout
grows; those who guilelessly pursue the arduous work
of good patient care lose in the medical marketplace.
Health systems in every nation need innovation
and improvement. But remedies imported from com-
merce consistently yield inferior care at inflated prices.
Instead we prescribe adequate dosing of public funds;
budgeting on a community-wide scale to align invest-
ment with health priorities and stimulate cooperation
among public health, primary, and hospital care;
encouragement of local innovation; explicit empow-
erment of patients and their families; intensive audit
for improvement, not reward or blame; a system based
on trust and common purpose; and leadership not by
corporations but by “imaginative, inspired, capable
and . . . joyous people, invited to use their minds and
their wills to cooperate in reinventing the system, itself
... because of the meaning it adds to the lives and the
peace it offers in their souls.”*
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The high costs of for-profit care

Steffie Woolhandler, David U. Himmelstein

f} See related article page 1817

s we have written elsewhere,' some aspects of life are
A“Eﬁo precious, intimate or corruptible to entrust to the
arket. We prohibit selling kidneys and buying wives
or judges. But the market has unquestionably gained new
territory in recent years, as more and more activities previ-
ously performed by government or nonprofit agencies — in-
cluding interrogating Iraqi prisoners — have been turned
over to private enterprise. For ordinary citizens, the drive to
privatize is most evident in health care. In the United States,
investor-owned firms have come to dominate renal dialysis,
nursing home care, inpatient psychiatric and rehabilitation
facilities and health maintenance organizations (HMOs).
"They have made significant inroads among acute care hospi-
tals (now owning about 13% of such facilities), as well as out-
patient surgical centres, home care agencies and even hos-
pices. Canada has lagged behind the United States, but by
increments the private delivery of publically funded services
increases. The for-profit barbarians are at the gates.

"Those who favour for-profit health care argue that the profit
motive optimizes care and minimizes costs. In this issue P.J. Dev-
ereaux and colleagues’ add to the considerable evidence that this
dogma has no clothes. Their meticulous meta-analysis demon-
strates a pattern of higher payments for care in private, investor-
owned hospitals as compared with private not-for-profit hospitals.
"The only significant exception was a small study comparing pri-
vate for-profit hospitals with nominally not-for-profit hospitals
run by a private, for-profit firm — in other words, both groups of
hospitals in this study were under for-profit management.

The excess payments for care in private for-profit insti-
tutions were substantial: 19%. This figure implies that the
US$37 billion that Americans paid for care at investor-
owned acute care hospitals in 2001° would have cost only
US$31 billion at not-for-profit hospitals — a waste of
USS$6 billion. But higher acute care (and rehabilitation?)
hospital payments are not the whole story on investor-
owned care. For-profit hospitals and dialysis clinics have
high death rates.” Investor-owned nursing homes are more
frequently cited for quality deficiencies and provide less
nursing care,”and investor-owned hospices provide less
care to the dying,” than non-for-profit facilities.

Why does investor ownership increase costs? Investor-
owned hospitals are profit maximizers, not cost minimizers.
Strategies that bolster profitability often worsen efficiency
and drive up costs. Columbia/HCA, the largest hospital
firm in the United States, has paid the US government
USS$1.7 billion in settlements for fraud, the payment of
kickbacks to physicians and overbilling of Medicare.’
Tenet, the second largest US hospital firm, paid more than
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half a billion dollars to settle charges of giving kickbacks for
referrals and inappropriately detaining psychiatric patients
to fill beds during the 1980s, when the firm was known as
NME."In March 2004, Tenet agreed to pay the US gov-
ernment US$22.5 million to settle one of several cases;'" re-
cent allegations against them have included performing
cardiac procedures on healthy patients, offering kickbacks
for referrals and exploiting Medicare loopholes to claim
hundreds of millions in undeserved payments.

For-profit executives reap princely rewards, draining
money from care. When Columbia/HCA’s CEO resigned
in the face of fraud investigations, he left with a $10 million
severance package and $324 million in company stock."
Tenet’s CEO exercised stock options worth $111 million
shortly before being forced out in 2003," and the head of
HealthSouth (the dominant provider of rehabilitation care)
made $112 million in 2002," the year before his indictment
for fraud.

Enormous CEO incomes explain part, but not all, of the
high administrative costs at investor-owned health care
firms. Investor-owned hospitals spend much less on nursing
care than not-for-profit hospitals, but their administrative
costs are 6 percentage points higher" (presumably reflecting
their more meticulous attention to financial details).

High administrative costs and lower quality have also
characterized for-profit HMOs,"” now the dominant private
insurers in the United States. Such plans take 19% for
overhead, versus 13% in non-profit plans, 3% in the US
Medicare program and 1% in Canadian medicare.'* Strik-
ingly, contracting with private HMOs has substantially in-
creased US Medicare costs. For the past decade, Medicare
has paid HMO premiums for seniors choosing to enroll in
such private plans. According to official estimates, the
HMOs have recruited healthy seniors who, had they not
switched to an HMO, would have cost Medicare little —
about $2 billion less annually than the HMOs’ premiums."”
Private plans that were unable to recruit healthy people
dropped out of their Medicare contracts, disrupting care
for millions of seniors. Washington’s response? Sweeten
the pot for Medicare HMOs by including $46 billion to
raise HMO payments as part of the recently enacted
Medicare prescription drug bill."

Why do for-profit firms that offer inferior products at
inflated prices survive in the market? Several prerequisites
for the competitive free market described in textbooks are
absent in health care.”””

First, it is absurd to think that frail elderly and seriously
ill patients, who consume most care, can act as informed



consumers (i.e., comparison-shop, reduce demand when
suppliers raise prices or accurately appraise quality). Even
less vulnerable patients can have difficulty gauging whether
a hospital’s luxurious appurtenances bespeak good care.

Second, the “product” of health care is notoriously diffi-
cult to evaluate, even for sophisticated buyers like govern-
ment. Physicians and hospitals create the data used to mon-
itor them; self-interest puts the accuracy of such data into
question. By labelling minor chest discomfort “angina”
rather than “chest pain,” a US hospital can garner both
higher Medicare payments and a factitiously improved
track record for angina treatment. It is easier and more
profitable to exploit such loopholes than to improve effi-
ciency or quality.

Even for honest firms, the careful selection of lucrative
patients and services is the key to success, whereas meet-
ing community needs often threatens profitability. For ex-
ample, for-profit specialty hospitals offering only cardiac
or orthopedic care (money-makers under current pay-
ment schemes) have blossomed across the United States.
Most of these new hospitals duplicate services available at
nearby not-for-profit general hospitals, but the newcom-
ers avoid money-losing programs such as geriatric care
and emergency departments (a common entry point for
uninsured patients). The profits accrue to the investors,
the losses to the not-for-profit hospitals, and the total
costs to society rise through the unnecessary duplication
of expensive facilities.

Finally, a real market would require multiple indepen-
dent buyers and sellers, with free entry into the market-
place. Yet, many hospitals exercise virtual monopolies. A
town’s only hospital cannot compete with itself, but can use
its market power to inflate its earnings. Not surprisingly,
for-profit hospital firms in the United States have concen-
trated their purchases in areas where they can gain a large
share of the local market. Moreover, many health care
providers and suppliers enjoy state-conferred monopolies in
the form of licensure laws for physicians and hospitals and
patent protection for drugs. Additionally, government pays
most health costs — even in the United States.”’ Indeed,
public funding for health care in the United States exceeds
total health spending in Canada on a per capita basis. It’s an
odd market that relies largely on public funds.

Privatization results in a large net loss to society in terms
of higher costs and lower quality, but some stand to gain.
Privatization creates vast opportunities for powerful firms,
and also redistributes income among health workers. Pay
scales are relatively flat in government and not-for-profit
health institutions; pay differences between the CEO and a
housekeeper are perhaps 20:1. In US corporations, a ratio
of 180:1 is average.” In effect, privatization takes money
from the pockets of low-wage, mostly female health work-
ers and gives it to investors and highly paid managers.

Behind false claims of efficiency lies a much uglier truth.
Investor-owned care embodies a new value system that sev-
ers the community roots and Samaritan traditions of hospi-
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tals, makes physicians and nurses into instruments of in-
vestors, and views patients as commodities. Investor owner-
ship marks the triumph of greed.
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care) and delivery (i.e., who owns and administers the

Backgroundt has been shown that patients cared for at private institutions providing care) helps to inform debates

for-profit hospitals have higher risk-adjusted mortality rates  about health care systems. Funding for health care can

than those cared for at private not-for-profit hospitals. Uncer- come through private sources, primarily administered

tainty remains, however, about the economic implications of through insurance companies, or through public payment,

these forms of health care delivery. Since some policy-makers by governments using tax dollars. Care can be delivered at

might still consider for-profit health care if expenditure savings private for-profit institutions that are owned by investors;

were sufficieptly large, we undertook a systematic r.eview and private not-for-profit institutions that are owned by com-

metg-analyslls to compare pfaymen.ts for care at private for- munities, religious organizations or philanthropic groups;

profit and private not-for-profit ho.spltals.. . . or public health care institutions owned and administered
Methods:We used 6 search strategies to identify published and

by the government.

unpublished observational studies that directly compared the Canadian hospital blicly funded. T fd
payments for care at private for-profit and private not-for- anadian hospita's are publicly funded. In terms of de-

profit hospitals. We masked the study results before teams of _ livery, although they are commonly referred to as public
2 reviewers independently evaluated the eligibility of all institutions, Canadian hospitals are almost all owned and
studies. We confirmed data or obtained additional data from  operated by private not-for-profit organizations." Canadian
all but 1 author. For each study, we calculated the payments  policy-makers continue to consider an expansion of private
for care at private for-profit hospitals relative to private not-  for-profit health care delivery, including private for-profit
for-profit hospitals and pooled the results using a random ef-  hospitals."
fects model. We have previously demonstrated higher risk-adjusted
ResultsEight observational studies, involving more than 350 000  death rates among patients receiving care at private for-
patients altogether and a median of 324 hospitals each, ful-  profit hospitals than among patients at private not-for-
filled our eligibility criteria. In 5 of 6 studies showing higher  profit hospitals in a comprehensive systematic review.>
payments for care at private for-profit hospitals, the difference  Uncertainty remains, however, about the economic im-
was statistically significant; in 1 of 2 studies showing higher  plications of these forms of health care delivery. Studies

payments for care at private not-for-profit hospitals, the differ-  cyajyating the economics of health care delivery usually
etnC(te évati Sttat'?t'(iangl S|gn|;|.::ahnt. T?‘T pooled estlmfatt(a gemt?]n' evaluate costs, charges or payments for care.” From the
strated that private Tor-profit hospitals were associated wi perspective of a service provider, costs represent how

Abstract Separating issues of funding (i.e., who pays for health

higher payments for care (relative payments for care 1.19, - . .
95% confidence interval 1.07-1.33, p= 0.001) much the provider paid to provide care, charges represent
(o} OU7=1.99, p= 0. . . A
Interpretation: Private for-profit hospitals result in higher pay- how much}:he P r0V1}(11e1rlb111ed Fge payer, ag(icp a}];ments
ments for care than private not-for-profit hospitals. Evidence represent ow much the provi cr receive or the care re-
strongly supports a policy of not-for-profit health care delivery ~ c¢ived. In the context of publicly funded health care, the
at the hospital level. central policy question is how much government will pay
for care delivered by private for-profit versus private not-
CMAJ2004;170(12):1817-24 for-profit providers. We therefore undertook a systematic
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review and meta-analysis to address the following ques-
tion: is there a difference in payments for patient care re-
ceived at private for-profit compared with private not-for-
profit hospitals?

100



A systematic review and meta-
analysis of studies comparing
mortality rates of private for-profit
and private not-for-profit hospitals

P.J. Devereaux,” Peter T.L. Choi,™* Christina Lacchetti,*

Bruce Weaver,* Holger J. Schiinemann,S Ted Haines,*

John N. Lavis,¥" Brydon J.B. Grant,§Ttt# David R.S. Haslam,$§
Mohit Bhandari,T Terrence Sullivan,”™ Deborah J. Cook,*
Stephen D. Walter,* Maureen Meade, ¥ Humaira Khan,}

Neera Bhatnagar,’'t Gordon H. Guyatt®

Abstract

Background: Canadians are engaged in an intense debate about the relative merits
of private for-profit versus private not-for-profit health care delivery. To inform
this debate, we undertook a systematic review and meta-analysis of studies
comparing the mortality rates of private for-profit hospitals and those of private
not-for-profit hospitals.

Methods: We identified studies through an electronic search of 11 bibliographical
databases, our own files, consultation with experts, reference lists, PubMed and
SciSearch. We masked the study results before determining study eligibility. Our
eligibility criteria included observational studies or randomized controlled trials
that compared private for-profit and private not-for-profit hospitals. We ex-
cluded studies that evaluated mortality rates in hospitals with a particular profit
status that subsequently converted to the other profit status. For each study, we
calculated a relative risk of mortality for private for-profit hospitals relative to
private not-for-profit hospitals and pooled the studies of adult populations that
included adjustment for potential confounders (e.g., teaching status, severity of
illness) using a random effects model.

Results: Fifteen observational studies, involving more than 26 000 hospitals and
38 million patients, fulfilled the eligibility criteria. In the studies of adult popula-
tions, with adjustment for potential confounders, private for-profit hospitals were
associated with an increased risk of death (relative risk [RR] 1.020, 95% confi-
dence interval [CI] 1.003-1.038; p = 0.02). The one perinatal study with adjust-
ment for potential confounders also showed an increased risk of death in private
for-profit hospitals (RR 1.095, 95% CI 1.050-1.141; p < 0.0001).

Interpretation: Our meta-analysis suggests that private for-profit ownership of hos-
pitals, in comparison with private not-for-profit ownership, results in a higher
risk of death for patients.
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Quality of Care in Investor-Owned vs
Not-for-Profit HMOs

David U. Himmelstein, MD
Steffie Woolhandler, MD, MPH
Ida Hellander, MD

Sidney M. Wolfe, MD

EALTH MAINTENANCE ORGA-
nizations (HMOs) have been
both derided and defended.
Studies comparing HMOs
with fee-for-service care have gener-
ally found similar outcomes for the av-
erage, healthy enrollee. However
most,'® but not all,>'° studies have
found worse outcomes in managed care
for vulnerable groups (ie, the seri-
ouslyill, the mentally ill, and the poor).
Both patients and physicians are less sat-
isfied with care delivered through
HMOQOs. 10
Most research on quality of care in
HMOs has examined nonprofit group-
and staff-model plans. Yet other types
of HMOs have accounted for most of
the recent increase in enrollment. Be-
tween 1985 and 1998 the proportion
of HMO members enrolled in investor-
owned plans increased from 26% to
62%:; between 1980 and 1998 the mar-
ket share of group- and staff-model
plans decreased from 81% to 12%.'7'8
In investor-owned plans, execu-
tives’ primary fiduciary duty is to share-
holders, who are vitally concerned with
profits but unlikely to receive their
medical care in the plan. However, a
major concern is whether the quest for
profit compromises the quality of care.

METHODS

We analyzed data from the National
Committee for Quality Assurance’s
(NCQA’s) Quality Compass 1997 in-
cluding the Health Plan Employer Data

Context The proportion of health maintenance organization (HMO) members en-
rolled in investor-owned plans has increased sharply, yet little is known about the qual-
ity of these plans compared with not-for-profit HMOs.

Objective To compare quality-of-care measures for investor-owned and not-for-
profit HMOs.

Design, Setting, and Participants Analysis of the Health Plan Employer Data and
Information Set (HEDIS) Version 3.0 from the National Committee for Quality Assur-
ance's Quality Compass 1997, which included 1996 quality-of-care data for 329 HMO
plans (248 investor-owned and 81 not-for-profit), representing 56 % of the total HMO
enrollment in the United States.

Main Outcome Measures Rates for 14 HEDIS quality-of-care indicators.

Results Compared with not-for-profit HMOs, investor-owned plans had lower rates
for all 14 quality-of-care indicators. Among patients discharged from the hospital af-
ter myocardial infarction, 59.2% of members in investor-owned HMOs vs 70.6% in
not-for-profit plans received a B-blocker (P<.001); 35.1% of patients with diabetes
mellitus in investor-owned plans vs 47.9% in not-for-profit plans had annual eye ex-
aminations (P<<.001). Investor-owned plans had lower rates than not-for-profit plans
of immunization (63.9% vs 72.3%; P<.001), mammography (69.4% vs 75.1%;
P<.001), Papanicolaou tests (69.2% vs 77.1%; P<<.001), and psychiatric hospitaliza-
tion (70.5% vs 77.1%; P<.001). Quality scores were highest for staff- and group-
model HMOs. In multivariate analyses, investor ownership was consistently associ-
ated with lower quality after controlling for model type, geographic region, and the
method each HMO used to collect data.

Conclusions Investor-owned HMOs deliver lower quality of care than not-for-
profit plans.

JAMA. 1999;282:159-163 www.jama.com

and Information Set (HEDIS) (version
3.0) and HMO accreditation sur-
veys.'” The data reflect plan character-
istics and performance for 1996.

model type (group, staff, independent
practice association, network, mixed, or
other), and region (New England, mid
Atlantic, south Atlantic, east north Cen-

HEDIS is a set of standardized qual-
ity, utilization, financial, and other
indicators designed to allow compari-
sons of managed care plans. A total of
329 HMOs (248 investor-owned and 81
not-for-profit) in 45 states and the Dis-
trict of Columbia provided at least some
HEDIS quality, utilization, and finan-
cial measures. Forty-one additional
plans that provided data to the NCQA
declined to allow release of their data.

The NCQA’s HEDIS data set in-
cludes information on ownership sta-
tus (investor-owned or not-for-profit),

©1999 American Medical Association. All rights reserved.
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tral, west north Central, south Central,
Mountain, or Pacific). If data on HMO
ownership in 1996 were missing, we
consulted InterStudy’s HMO Direc-
tory,” or telephoned the plan. Firms that
owned more than 1 HMO submitted

Author Affiliations: Department of Medicine, Cen-
ter for National Health Program Studies, Cambridge
Hospital/Harvard Medical School, Cambridge, Mass
(Drs Himmelstein and Woolhandler); Physicians for a
National Health Program, Chicago, Ill (Dr Hellander);
and Public Citizen Health Research Group, Washing-
ton, DC (Dr Wolfe).

Corresponding Author and Reprints: David U. Him-
melstein, MD, 1493 Cambridge St, Cambridge, MA
02139.
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|
Table 1. Characteristics of Health Plans Analyzed and of All US Health Maintenance
Organizations™

All US
Health Maintenance
Organizations®

Plans Providing
NCQA Quality and
Administrative Data

Total US health maintenance 56 100
organization enrollment

Ownership
For-profit 75.4 68.4
Nonprofit 24.6 25.9
Unknown S 5.8

Model type
Independent practice association 36.8 51.1
Network 6.7 9.5
Group 7.3 515
Staff 1.8 3.1
Mixed 45.9 29.7
Other or unknown 1.5 1.2

Locationt
New England 8.2 6.3
Mid Atlantic 17.6 12.3
South Atlantic 231 19.6
East north Central 17.3 19.0
West north Central 7.9 7.8
South Central 15.8 15.0
Mountain 8.5 9.9
Pacific 9.1 9.9

*All values are percentages. The total number of plans in the United States was 781 with 329 providing National Com-
mittee for Quality Assurance (NCQA) quality and administrative data. Ellipses indicate data not available.
tSeveral plans operate in more than 1 region.

|
Table 2. Quality-of-Care Indicators: Investor-Owned vs Not-for-Profit Health Maintenance
Organizations for 1996

Not-for-Profit
Rate, %
(No. of Plans P
Submitting Data) Value

Investor-Owned
Rate, %
(No. of Plans
Submitting Data)

Immunization completion rate for 2-year-olds

Diphtheria pertussis tetanus (4 doses) 76.5(212) 82.8 (68) <.001
Oral poliovirus (3 doses) 83.0 (212) 87.4 (68) <.002
Mumps measles rubella (1 dose) 86.1(212) 90.7 (67) <.001
Haemophilus influenzae type B (3 doses) 82.4 (212) 89.2 (68) <.001
Hepatitis B (3 doses) 78.8 (208) 83.0 (65) <.02
All of the above 63.9 (207) 72.3 (68) <.001

Immunization completion rate for 13-year-olds* 51.9 (169) 59.1 (63) <.02

Mammography rate within 2 y for women aged 69.4 (229) 75.1 (80) <.001
52-69y

Papanicolaou test rate within 3 y for women 69.2 (230) 77.1(75) <.001
aged 21-64 y

First trimester prenatal care rate 83.1 (223) 88.5 (70) <.001

Women receiving postpartum checkup within 42 56.9 (192) 59.6 (69) .25
d of delivery

B-Blocker prescription filled for patients 59.2 (98) 70.6 (49) <.001
discharged after a myocardial infarction with
no evidence of contraindicationt

Patients with diabetes who are receiving insulin or 35.1 (224) 47.9 (80) <.001
oral hypoglycemic agent and who had an eye
examination in past year

Rate of outpatient follow-up within 30 d for 70.5 (154) 77.1(58) <.001

patients older than 6 y hospitalized with
mental disorder

*Includes mumps measles rubella, hepatitis B, tetanus diphtheria, and varicella if not immune.

FContraindication defined as International Classification of Diseases, 9th Revision diagnosis of insulin-dependent dia-
betes mellitus, asthma, heart block greater than first degree, sinus bradycardia, congestive heart failure, left ven-
tricular dysfunction, or chronic obstructive pulmonary disease.

160 JAMA, July 14, 1999—Vol 281, No. 2
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separate data for each plan or line of
business (eg, Kaiser Foundation Health
Plan Inc operated 13 distinct plans that
each reported HEDIS data). Our unit of
analysis was the individual plan.

Many HMO firms failed to supply the
NCQA with accurate data on total en-
rollment, Medicaid or Medicare enroll-
ment, patient demographics, or plan age
(in some cases the HMO apparently re-
ported data for the entire firm rather
than for individual plans or lines of
business). Hence, we could not reli-
ably analyze these variables.

We examined all 14 quality-of-care
variables included under the NCQA'’s ru-
bric “Effectiveness of Care” for which
data were available. For instances in
which data included implausible rates
(eg, an immunization rate of 0%), we re-
coded the value as missing. The NCQA
requires HMOs to follow a detailed guide
defining each measure and specifying
standards for data submission.?! Plans
may collect data to calculate their rates
from administrative records (adminis-
trative method), or supplement admin-
istrative data with chart reviews (hy-
brid method). The hybrid method, used
by more than 90% of plans, usually re-
sults in higher reported rates.

For each quality indicator, the ad-
ministrative method requires that the
plan identify the target population: pa-
tients continuously enrolled in the HMO
for an appropriate period (eg, 1 year for
Papanicolaou tests and immuniza-
tions, 2 years for mammograms, or
7 days after hospital discharge for
B-blocker usage after myocardial infarc-
tion) and for whom the particular in-
tervention is clinically appropriate (eg,
women aged 52-69 years for mammog-
raphy). For most indicators, patients
whose coverage was interrupted for up
to 45 days per year are also included. The
HMO then searches administrative rec-
ords (eg, payment and pharmacy files)
for evidence that the intervention oc-
curred. If no evidence of the interven-
tion is found, the HMO may choose to
search for exclusions (eg, a history of bi-
lateral mastectomy would exclude the
need for mammogaphy). The reported
rate is the number of patients receiving

©1999 American Medical Association. All rights reserved.



the intervention divided by the num-
ber eligible and without exclusions.

For the hybrid method, the plan
chooses a sample of eligible patients from
among the target population identified
as in the administrative method. For
most measures, a minimum sample size
of 411 patients (after all exclusions) is
required. For plans that have previ-
ously documented high rates for a par-
ticular intervention, somewhat smaller
sample sizes are allowed (because for any
given sample size the SE of the percent-
age becomes smaller when rates rise
above 50%). For instance, the hybrid
method requires a minimum sample size
of 313 for a plan that had previously
documented a Papanicolaou test rate of
75%. As in the administrative method,
the plan initially searches administra-
tive records for evidence that the inter-
vention occurred or that the patient
should be excluded from the measure.
If administrative records do not give evi-
dence of the intervention or of an exclu-
sion, the plan reviews patient charts for
such evidence and calculates a rate us-
ing the administrative method.

We also examined total costs per
member per month and the medical loss

QUALITY OF CARE IN HEALTH MAINTENANCE ORGANIZATIONS

ratio, defined as total medical and hos-
pital expenses divided by total rev-
enues from premiums, fee-for-service,
Medicare, and Medicaid.

We used t tests to evaluate differ-
ences in univariate comparisons of
rates. We performed multiple linear re-
gressions to analyze the association of
ownership status with quality indica-
tors after control for region (8 catego-
ries), the method used by the plan to
collect data (administrative or hy-
brid), and HMO model type (6 catego-
ries). All analyses used SAS soft-
ware.?

RESULTS

TABLE 1 compares the characteristics of
the 329 plans we analyzed with those of
all HMOs in the United States. Com-
pared with plans in the NCQA sample,
nonparticipating plans were smaller,
newer, more likely to be group or mixed
model, and to be located in the east north
Central region.* Similar proportions of
investor-owned and not-for-profit plans
submitted quality-of-care data.®

In univariate comparisons, investor-
owned plans had lower rates for all 14
quality indicators (TABLE 2). The larg-

est differences were in the 2 measure-
ments of the quality of care for pa-
tients with serious medical illnesses.
Among patients discharged from the
hospital after a myocardial infarction
(with no concurrent diagnosis contra-
indicating B-blocker therapy), on av-
erage 59.2% of patients in investor-
owned HMOs compared with 70.6% of
patients in not-for-profit plans filled a
prescription for a 3-blocker (P<<.001).
Among patients with diabetes receiv-
ing insulin or oral hypoglycemic agents,
on average 35.1% of those in investor-
owned plans vs 47.9% in not-for-
profit plans had received an eye exami-
nation within the past year (P<<.001).

Investor-owned plans also had lower
rates of all routine preventive services that
we evaluated (Table 2). The rate of
completion of immunizations for 2-year-
olds averaged 63.9% in investor-owned
HMOs vs 72.3% in not-for-profit plans
(P<.001); the proportion of women aged
52 to 69 years who had undergone mam-
mography within the past 2 years aver-
aged 69.4% in investor-owned plans and
75.1% in not-for-profit plans (P<<.001).
Staff-and group-model HMOs had higher
scores on virtually all quality-of-care in-

]
Table 3. Quality-of-Care Indicators by Health Maintenance Organization Model Type for 1996*

Rate, % (No. of Plans Submitting Data)

Staff Group IPA Network Mixed Other
Immunization completion rate for 2-year-olds
Diphtheria pertussis tetanus (4 doses) 93.0 (6) 84.3 (23) 77.5(103) 75.7 (19) 77.2 (124) 72.4 (5)
Oral poliovirus 3 doses 95.3 (6) 89.6 (23) 83.4 (103) 80.9 (19) 83.8 (124) 77.2(5)
Mumps measles rubella (1 dose) 96.0 (6) 89.6 (23) 87.6 (103) 84.2 (19) 86.6 (124) 85.0 (4)
Haemophilus influenzae type B (3 doses) 95.3 (6) 87.3 (23) 84.8 (103) 82.7 (19) 82.6 (124) 80.8 (5)
Hepatitis B (3 doses) 86.3 (6) 87.2 (23) 79.7 (103) 77.9 (16) 78.8 (120) 71.2 (5)
All of the above 81.0(6) 75.7 (23) 65.0 (104) 64.8 (19) 64.7 (118) 58.2 (5)
Immunization completion rate for 13-year-oldst 84.0 (4) 66.5 (22) 50.8 (82) 43.4 (17) 54.7 (104) 39.0 (3)
Mammography rate within 2 y for women aged 52-69 y 82.7 (6) 76.5 (23) 69.3 (117) 71.3(21) 70.9 (137) 65.8 (5)
Papanicolaou test rate within 3 y for women aged 21-64 y 83.7 (6) 76.8 (24) 70.4 (109) 72.0 (22) 70.2 (139) 66.6 (5)
First trimester prenatal care rate 93.5 (6) 90.0 (24) 83.7 (102) 82.7 (20) 83.6 (136) 86.6 (5)
Women receiving postpartum checkup within 42 d of delivery 67.1(5) 60.5 (24) 57.9 (104) 60.6 (18) 55.6 (106) 60.4 (4)
B-Blocker prescription filled for patients discharged after a 71.1(2) 75.2 (19) 62.4 (49) 53.5(12) 61.6 (63) 55.1 (2)
myocardial infarction with no evidence of contraindicationt
Patients with diabetes who are receiving insulin or oral hypoglycemic 62.8 (6) 53.5 (24) 33.4 (115) 39.9 (21) 39.2 (133) 24.4 (5)
agent and who had an eye examination in past year
Rate of outpatient follow-up within 30 d for patients older than 6 y 83.2 (3) 78.8 (21) 72.1(81) 68.2 (11) 71.2(93) 73.3 (3)

hospitalized with mental disorder

*Percentages are rates. IPA indicates independent practice association. P<.01 for differences between group- and staff-model plans and all other models except for receiving
postpartum checkup within 42 days of delivery (P = .12).

tIncludes mumps measles rubella, hepatitis B, tetanus diphtheria, and varicella if not immune.

FContraindication defined as International Classification of Diseases, 9th Revision diagnosis of insulin-dependent diabetes mellitus, asthma, heart block greater than first degree,
sinus bradycardia, congestive heart failure, left ventricular dysfunction, or chronic obstructive puimonary disease.

©1999 American Medical Association. All rights reserved. JAMA, July 14, 1999—Vol 281, No. 2 161

104



QUALITY OF CARE IN HEALTH MAINTENANCE ORGANIZATIONS

]
Table 4. Multivariate Analysis* of Association of Investor Ownership With Quality-of-Care

Indicators for 1996

Parameter Estimate
for Investor

Ownershipt Value
Immunization completion rate for 2-year-olds
Diphtheria pertussis tetanus (4 doses) -5.0(-8.4t0-1.5) .005
Oral polio virus (3 doses) -4.3(-7.4t0-1.2) .007
Mumps measles rubella (1 dose) -4.3 (-6.6t0 -2.0) <.001
Haemophilus influenzae type B (3 doses) -6.2 (-9.1t0 -3.9) <.001
Hepatitis B (3 doses) -3.3(-6.9t00.3) .07
All of the above -5.2(-9.2t0-1.2) .01
Immunization completion rate for 13-year-oldst -45(-10.3t01.2) 12
Mammography rate within 2 y for women aged 52-69 y -4.8(-6.9t0 -2.7) <.001
Papanicolaou smear rate within 3 y for women aged 21-64 y —6.6 (-9.4 t0 -3.7) <.001
First trimester prenatal care rate -4.5(-8.0t0 -1.0) .01
Women receiving postpartum checkup within 42 d of delivery -4.8(-10.4100.9) 10
B-Blocker prescription filled for patients discharged after -6.5(-13.2100.1) .06
a myocardial infarction with no evidence of contraindication§
Patients with diabetes who are receiving insulin or oral hypoglycemic -9.7 (-18.0t0 -6.3) <.001
agent and who had an eye examination in past year
Rate of outpatient follow-up within 30 d for patients older than 6 y -5.6 (-10.2t0 -0.9) .02

hospitalized with mental disorder

*Analysis controlled for health maintenance organization model type, data reporting method, and geographic region.

tNegative value indicates that investor-ownership predicts lower score. Values are expressed as change in rate as-
sociated with for-profit ownership (95% confidence interval).

FIncludes mumps measles rubella, hepatitis B, tetanus diphtheria, and varicella if not immune.

§Contraindication defined as International Classification of Diseases, 9th Revision diagnosis of insulin-dependent dia-
betes mellitus, asthma, heart block greater than first degree, sinus bradycardia, congestive heart failure, left ven-
tricular dysfunction, or chronic obstructive puimonary disease.

dicators (TABLE 3). Plansin New England
scored better than plans in otherregions
for most indicators (data not shown).
In multivariate analyses controlling for
model type, method of data collection,
and region, investor ownership was con-
sistently associated with poorer quality
(TABLE 4). For instance, investor own-
ership was associated with decreases in
rates of mammography of 4.8 percent-
age points and of eye examinations for
patients with diabetes of 9.7 percentage
points. As expected, plans that used the
hybrid method for data collection tended
to report higher rates (eg, 1.4% higher
for mammography). Staff- and group-
model types, as well as a location in New
England, continued to predict higher
quality for most quality indicators.
Total cost per member, per month av-
eraged $128.00 in investor-owned plans
vs $127.50 in not-for-profit plans
(P=.88). The medical loss ratio (per-
centage of revenues spent on medical and
hospital services) averaged 80.6% in in-
vestor-owned HMOs vs 86.9% in not-
for-profit plans (P =.05). Hence, spend-
ing on profit and administrative overhead

162 JAMA, July 14, 1999—Vol 281, No. 2

was about 48% higher in investor-
owned plans (19.4% vs 13.1% for not-
for-profit plans).

COMMENT

Investor-owned HMOs now dominate
the managed care market.?** How-
ever, our study suggests that these plans
are associated with reduced quality of
care. Although total costs are similar in
investor-owned and not-for-profit
plans, the latter spend more on pa-
tient care. Group- and staff-model plans
that offer better quality are also being
eclipsed. The medical market is not re-
warding quality and efficiency.

Our findings are consistent with the
scant previous reports on the influence
of investor ownership on HMO quality.
An analysis of 1994 data from 76 HMOs
found that investor-owned plans pro-
vided less preventive care.*® Compari-
sons of HMO quality published in popu-
lar magazines have reached similar
conclusions.””* Investor-owned Medi-
care HMOs have higher disenrollment
rates? and lose more beneficiary ap-
peals than not-for-profit plans.*® Physi-

cians in Minneapolis rated care at a staff-
model plan better than at 2 network
model HMOs.?! A Centers for Disease
Control and Prevention analysis of 4 pre-
ventive services, using HEDIS data that
excluded Medicaid and Medicare recipi-
ents, found regional patterns similar to
those we report.>

Moreover, the differences we ob-
served in this study appear to be clini-
cally significant. For instance, if all 23.7
million American women between ages
50 and 69 years were enrolled in in-
vestor-owned, rather than not-for-
profit plans, an estimated 5925 addi-
tional breast cancer deaths would be
expected (based on our finding of a
4.8% difference in screening rates, and
previous estimates that biennial screen-
ing in this age group would result in 52
fewer breast cancer deaths by age 80
years per 10000 women screened).*
Similarly, since B-blockers reduce death
rates in myocardial infarction survi-
vors by 23%,>* their underuse in inves-
tor-owned plans suggests that many
such patients may die needlessly.

However, the HEDIS quality indica-
tors we analyzed have serious shortcom-
ings.*” No indicators appraise the out-
comes of care. Most focus on relatively
inexpensive preventive services and ex-
clude patients who are not continu-
ously enrolled. Few HEDIS measure-
ments address care for seriously ill or
chronically ill patients who are finan-
cially unattractive to HMOs and at risk
for underservice. Medicare HMOs ap-
parently encourage sick patients to dis-
enroll*® and selectively recruit and en-
roll healthy individuals.’”~*° Hence, our
finding that the 2 quality indicators rel-
evant to patients with serious medical
illnesses showed the sharpest differ-
ences is particularly disturbing. More-
over, plans may narrowly focus quality
improvement efforts on the few ser-
vices that HEDIS assesses, causing an
upward drift of HEDIS scores that may
not accurately reflect global quality
trends. For instance, HMO administra-
tors may push clinicians to increase
mammography rates, but deny them the
time needed to perform optimal clini-
cal breast examinations, patient educa-
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tion, or other clinical activities that
HEDIS does not measure. Hence, the
usefulness of HEDIS quality indicators
as surrogate measures of the global qual-
ity of care may deteriorate over time.

Despite these limitations, the data we
analyzed are the best available cur-
rently. They encompass plans that
account for more than half of the HMO
enrollment in the United States. The data
were collected and reported in standard
formats and have been found accurate in
federal audits.*® Unfortunately, even
fewer data may be available in the future.
In 1997 (the data that we analyzed, which
reflects 1996 figures but was submitted
in 1997) only 41 plans that submitted
information to the NCQA declined to
allow release of their data; in 1998, 155
plans refused data release.

Inaccurate reporting could explain
our findings only if not-for-profit plans

QUALITY OF CARE IN HEALTH MAINTENANCE ORGANIZATIONS

consistently inflated their quality mea-
sures while investor-owned HMOs did
not. We cannot rule out the possibil-
ity that systematic differences in mar-
ket characteristics, patients, physi-
cians, HMO data systems, or other
unmeasured confounders could influ-
ence our results.

Our findings are worrisome in light
of previous research comparing the
quality of care in HMO and fee-for-
service settings. Most such compari-
sons examined care in not-for-profit
group- and staff-model HMOs, which
we found to have higher quality scores
than the average plan. Moreover, the
best of this research was carried out be-
fore market pressures forced non-
profit HMOs to increase financial in-
centives and productivity pressures for
physicians, abandon community rat-
ing, and implement other measures that

mimic investor-owned plans.**? In

these nonprofit, group- and staff-
model HMOs of an earlier era, the av-
erage healthy patient received similar
or slightly more preventive care, but
vulnerable patients fared poorly'**7 (eg,
the risk of dying for sick, poor pa-
tients was increased by 21%).!

Our findings suggest that the decade-
old experiment with market medicine
is a failure. The drive for profit is com-
promising the quality of care, the num-
ber of uninsured persons is increasing,
those with insurance are increasingly
dissatisfied, bureaucracy is proliferat-
ing, and costs are again rapidly escalat-
ing. We believe national health insur-
ance deserves a second look.*"'*

Disclaimer: Data analyzed in this study were from
NCQA's Quality Compass and are published with the
permission of the NCQA. The views expressed are
those of the authors and not of NCQA.
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In the Business

of Dying:
Questioning the
Commercialization
of Hospice

Joshua E. Perry and
Robert C. Stone
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In our society, some aspects of life are off-limits to
commerce. We prohibit the selling of children and
the buying of wives, juries, and kidneys. Tainted
blood is an inevitable consequence of paying
blood donors; even sophisticated laboratory tests
cannot supplant the gift-giving relationship as

a safeguard of the purity of blood. Like blood,
health care is too precious, intimate, and corrupt-
ible to entrust to the market.!

Introduction

The hospice movement in the United States is approx-
imately 40 years old. During these past four decades,
the concept of holistic, multidisciplinary care for
patients (and their families) who are suffering from a
terminal illness has evolved from a modest, grassroots
constellation of primarily volunteer-run and com-
munity-governed endeavors to a multimillion dollar
industry where the surviving nonprofits compete with
for-profit providers, often publicly traded, managed by
M.B.A.-trained executives, and governed by corporate
boards. The relatively recent emergence of for-profit
hospice reflects an increasing commercialization of
health care in the United States, the potentially adverse
impact of which has been well documented.? Here we
refer to the general threats against medicine’s ethical
foundations that are made by health care organiza-
tions attempting to marry the “fundamental objective”
of commerce, i.e., “achieving an excess of revenue over
costs” so as to ensure profits for owners and investors,
with the delivery of quality care to vulnerable con-
sumers who are often compromised in their ability to
make decisions.? In the case of hospice, of course, the
“customer” suffers from a terminal condition, which
intensifies ethical concerns regarding the priority of
the patient’s needs (ahead of profit-taking), the impor-
tance of dealing with patients “honestly, competently,
and compassionately,” and the avoidance of any con-
flicts of interest “that could undermine public trust in
the altruism of medicine™*

Infusing these ethical reflections, as is always the
case either explicitly or implicitly in considerations of
health care policy in the United States, are business
concerns about how best to deliver services consistent
with notions of free market competition and entrepre-
neurialism.? As capitalism’s proponents have argued,
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profit incentives and commercial freedoms have
promoted efficiencies and innovations across a wide
diversity of industries.6 Health care, however, is unlike
other commodities, and the U.S. market for health ser-
vices is not an unadulterated market of purely private
players. Rather, the health care of a nation is a matter
of public concern, and taxpayers underwrite many of
the direct costs.” Desires to lower overall health care
costs — always in tension with a variety of ethical
considerations relating to individual patient care and
public health — are theoretically shared by all partici-

of for-profit medicine and commercial interests as
dominant trends in U.S. health care, which we address
in Part I. In the last decade, this general trend in the
direction of “market-driven medicine” has prompted
the rapid rise of the for-profit hospice industry, as dis-
cussed in Part IT of this article. Given the individual
and social value that the nonprofit hospice sector has
proven to be and the conflicting interests inherent
in for-profit medicine, we wonder whether the origi-
nal philosophy of hospice as embodied in its earliest
nonprofit and community-based manifestations is

Although published research in this area is limited, evidence indicates, as one
would expect given the pressures to deliver a return on investment, that for-profit
facilities, and especially publicly-traded chain providers, generate higher revenues

than their nonprofit competitors. These cost savings and profit margins appear
to flow primarily from business decisions relating to selective recruitment of a
longer-term, increasingly non-cancerous, population of Medicare patients and
the payment of lower salaries and benefits to less-skilled staft.

pants and stakeholders in the U.S. system, including
patients, providers, investors, regulators, and taxpay-
ers. Yet, the extent to which the Medicare hospice ben-
efit and corresponding proliferation of hospice service
providers has resulted in overall systemic cost savings
in the end-of-life context (as was envisioned by the
original policymakers) remains contested.®

However, specific financial comparisons between
for-profit and nonprofit hospice providers have been
more conclusive. Although published research in this
area is limited, evidence indicates, as one would expect
given the pressures to deliver a return on investment,
that for-profit facilities, and especially publicly-traded
chain providers, generate higher revenues than their
nonprofit competitors.® These cost savings and profit
margins appear to flow primarily from business deci-
sions relating to selective recruitment of a longer-term,
increasingly non-cancerous, population of Medicare
patients and the payment of lower salaries and ben-
efits to less-skilled staff.’> Additionally, large chain
hospice providers may realize further increased rev-
enues as a result of efficiencies in their administration
of regulatory processes and delivery of services across
multi-state locations.”

Many patients and families experience hospice as a
preferred pathway to dying well and a social consen-
sus regarding the merits of hospice has been reached
among many over the last few decades.> This same
time period has also been marked by the emergence

COST AND END-OF-LIFE CARE ®* SUMMER 2011

potentially threatened by a creeping commercialism
across the entire hospice industry. Indeed, hospice
has always been “an attempt to transform the harmful
practices of medicine-driven technology and profit”
into a “compassionate caring” that restores a “sincere
empathy, respect, and spiritual significance to the
complex business of relieving suffering at the end of
life.”3 Accordingly, Part III of this article raises critical
questions rooted in ethical concerns that will require
continuing vigilance and further study as the hospice
industry confronts increasing pressures to provide
holistic, quality care, and pain management for those
who are dying, while balancing commercial consider-
ations related either to maintaining merely sustain-
able margins in an increasingly competitive market or
to satisfying investors and shareholders who seek to
realize maximum profits from Medicare’s per diems.

Part I: The Emergence of

For-Profit Health Care

Observers of the practice of medicine in America have
been sounding alarms about the creeping commer-
cialization of U.S. health care for at least the last 30
years. Writing in 1980, Arnold Relman, then editor of
the New England Journal of Medicine, described what
he alarmingly viewed as the “new medical-industrial
complex” of for-profit corporations in the business of
providing health care services to patients.* Dr. Rel-
man was particularly concerned about the emergence
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of proprietary hospitals and nursing homes, as well as
home care, diagnostic laboratory, and hemodialysis
services.'

Hemodialysis, in fact, presented a “particularly
interesting example of stimulation of private enter-
prise by public financing of health care.”® Relman
was referring to the rapid expansion of the patient
population receiving long-term hemodialysis follow-
ing Congress’s decision in 1972 to cover treatment of
end-stage renal disease under Medicare.”” Fueled by
the flow of federal funds, the for-profit dialysis indus-
try mushroomed from nearly non-existent in the early
1970s to a 40% market share by 1980.18

improper over-utilization of Medicare-reimbursable
services that anti-kickback legislation, the Stark
laws, enforcement of the False Claims Act, and other
regulatory efforts have proliferated from the mid-
1970s through the most recent health care reforms
of 2010.26

Additionally, the emergence over the last 30 years
of for-profit health providers has prompted concerns
about whether ownership status has any correlation
to the quality of care provided. On this point the case
of nursing homes is illustrative. Relatively consistent
data indicate that differences in care do exist between

By 2002, 75% of dialysis services were
provided by private, for-profit facilities,
and early fears about compromises in
patient care were being realized in the
form of increased risk for premature
patient death.” Similarly, more recent
research seems to confirm that Medi-
care erythropoietin (or EPO, a drug

The conflicting interests inherent in the incentive
structures of for-profit health care endeavors
demand careful scrutiny. This is particularly
important in the end-of-life hospice context.

used to treat anemia resulting from
kidney disease) reimbursements — the second-largest
source of dialysis facility income — are incentivizing
large, for-profit chain facilities to administer dosages
of the drug in excess of the clinical guidelines.2°
Writing for the Institute of Medicine in 1983, Brad-
ford Gray outlined the controversy surrounding the
widespread emergence of for-profit medicine during
the 1970s.2! Proponents of the investor-owned trend
in health care heralded the efficiencies, innovations,
and fiscal discipline associated with business man-
agement practices designed to grow market share
and maximize profits consistent with free market
principles.?? Critics, however, argued that large and
enduring percentages of uninsured and underinsured
Americans evidenced market failure. They argued
that conflicts of interest are constitutive of for-profit
business models that are premised upon financial
incentives designed to encourage ever-expanding
consumption of finite and expensive goods.23 Such
conflicts of interest have, for example, resulted in
well-documented cases of unnecessary medical ser-
vices and treatments, often bloating systemic health
care costs at tax-payers’ expense.2* In extreme cases,
pressures to meet profit goals and satisfy investor
expectations have resulted in fraud prosecutions of
for-profit health care providers, most infamously
realized in the cases of Tenet Healthcare and Health-
care Corporation of America (HCA), although the
nonprofit sector has not been immune from govern-
ment prosecution arising out of illicit reimbursement
practices.?s It is precisely because of congressional
cost concerns related to fraudulent billing and other
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for-profit and nonprofit nursing home providers “as
measured by staffing ratios, quality-of-care and quality
of life deficiencies, advance care planning discussions,
complaints per home, and, in some cases, adverse
health outcomes.”” The conflicting interests inher-
ent in the incentive structures of for-profit health care
endeavors demand careful scrutiny. This is particu-
larly important in the end-of-life hospice context, to
which we now turn our attention.

Part II: Rise of the For-Profit
Hospice Industry
The modern hospice movement traces its origins to
the mid-20th century work of physician Dame Cicely
Saunders, who founded St. Christopher’s Hospice in
1967 in a suburb of London.?8 The hospice concept was
imported to America by Florence Wald, the dean of the
Yale School of Nursing, who invited Dame Saunders
to teach the concepts of holistic treatment of patients’
physical, spiritual, and psychological well-being at Yale
in the late 1960s. At the same time, the work of Dr.
Elizabeth Kubler-Ross was recalibrating social under-
standings of death and arguing that perhaps death did
not have to be seen as the failure of medicine to keep a
patient alive.?9 Out of Kubler-Ross’s work, the “right”
of patients to participate in decisions impacting their
death process began to gain traction.?°

All of this, of course, emerged during a time in
which physician paternalism was still the dominant
ethos and emerging end-of-life medical technologies
were fostering liminal conditions — “twilight zones of
suspended animation where death commences while
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life, in some form, continues”! — in which the possi-
bility of postponing death was creating novel bioethi-
cal dilemmas.

Nevertheless, the earliest American hospices were
“small, volunteer dominated community-based pro-
grams which provided spiritual support and pallia-
tive care to terminal patients and their families,” and
they began to spread rapidly during the 1970s.32 While
fewer than 60 hospices existed in 1978, that number
had expanded to over 400 by 1981 and the move-
ment soon captured the attention of policymakers in
Washington.?3

Congress created the Medicare hospice benefit in
1982 for patients diagnosed as “terminally ill.”3* To
qualify for the benefit, a patient’s “attending” physi-
cian, as well as the hospice physician, must certify
that the patient has “a life expectancy of 6 months or
less.”?* For hospice providers caring for a terminally
ill patient, the federal benefit pays a fixed per diem.3¢
The amount of the daily rate is determined by the
appropriate category of care required by the patient:
(1) routine home care; (2) continuous home care;
(8) inpatient respite care; or, (4) general inpatient care.
Importantly, however, the daily rate is paid by Medi-
care regardless of the services actually provided by the
hospice provider on any given day and even if no ser-
vices are provided. Services covered include nursing
care, physician services, pain management, medical
social services, counseling (including bereavement ser-
vices), physical therapy, occupational therapy, speech-
language pathology, dietary counseling services, and
homemaking services.?”

According to Greer and Mor, leaders of the pioneer-
ing National Hospice Study, this legislation emerged
at the behest of dual constituencies: care givers and
entrepreneurs.?® Care givers, particularly non-M.D.
professionals, desired a legal mandate requiring that
hospice services be built around interdisciplinary
teams, including volunteers, spiritual counselors, and
other “low-technology providers.”?® Entrepreneurs, on
the other hand, envisioned the development of “profit-
making hospice chains” and lobbied for the benefit on
the basis that it would create a new opportunity to
further the competitive, proprietary interests that Rel-
man had characterized as the emerging “new medical-
industrial complex” just two years earlier.*® As early as
1985, Greer and Mor worried that the “smaller, volun-
teer-oriented hospices, which have contributed signif-
icantly to the image of hospice in our country, may be
unable to survive in a commercialized environment.”*!

Throughout the 1990s, the per diem rates paid by
Medicare steadily increased, as end-of-life issues,
including advanced directives and palliative care,
received greater attention from researchers, health
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care practitioners, and public policy officials. By 2006,
approximately 40% of Medicare beneficiaries who
died were cared for during their final days or weeks
of life under the auspices of a hospice program where
specialists working in interdisciplinary teams treated
their symptoms, relieved their pain, and provided a
range of therapeutic services and other types of sup-
port, including, housekeeping duties for those electing
to die at home.*

As originally conceived, there was “a strong expecta-
tion that hospice services would result in lower costs
to the Medicare program than conventional medical
interventions at the end of life.”*? Yet, as with every
other sector of the health care economy, hospice costs
have risen at alarming rates in recent years. Accord-
ing to the Government Accountability Office, between
1992 and 2002, “Medicare payments for hospice care
increased fivefold, to about $4.5 billion,...the number
of Medicare patients increased fourfold, to approxi-
mately 640,000,...[and] the number of Medicare-
participating hospices grew by almost 90 percent to
2,275.44

Just six years later, hospice expenditures more than
doubled to exceed $11 billion, Medicare beneficiaries
receiving hospice services (for increasingly longer
periods of time) topped one million, and the number
of hospice locations rose to greater than 3,300, with
for-profit providers accounting “almost entirely” for
this increase.*® In fact, from 2001 to 2008, the for-
profit hospice industry grew 128 percent, while the
nonprofit hospice sector only grew by 1 percent and
government-owned hospice grew by 25 percent.* The
result of these trends is that now approximately 52
percent of hospices are for-profit, 35 percent are non-
profit, and 13 percent are owned by the government.*”

Given this shifting ownership landscape and the
forecasts for continued growth in patient population
and federal reimbursements, we are troubled by the
potential for ethical compromises as the delivery of
hospice services becomes an increasingly commercial
endeavor. To those concerns we now turn.

Part III: Questioning the

Commercialization of Hospice

As originally conceived, hospice was marked by a
holistic approach to patient care, animated by altru-
istic motivations that placed ultimate priority on care
for the dying individual and her family. The concept
has been accepted and embraced by large segments
of the American public and policymakers because its
hallmark practices are understood to be rational and
compassionate components of end-of-life health care.
Yet, the increasing dominance of for-profit providers,
beholden to the expectations of investors, introduces a
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profit-making concern that threatens to compete with
patient care for ultimate priority. Perhaps the dual
goals of profit-taking and care-giving can be aligned
theoretically in ways that neither would be compro-
mised. But in the actual business practices of for-profit
managers and care decisions of for-profit providers,
there is at a minimum some cause for heightened
scrutiny.

How Do For-Profit Hospice Providers Market Their
Services and Recruit Their “Customers”?
Inrecentyearsthe media have beguntoreportanecdot-
ally about the manner in which some hospice providers
have so successfully grown their business. For instance,
VITAS Hospice Services, LLC, the largest provider of
hospice services in the United States (operating 46
facilities across 15 states and the District of Colum-
bia), reportedly sends its patient recruiters into nurs-
ing homes equipped with pens and coffee cups for staff
and then pays a commission to those recruiters who
successfully sign-up patients for VITAS’s services.*s A
rival hospice provider was indicted for allegedly pay-
ing nursing home operators $10 per day to assist in
patient recruitment efforts and paying physicians $89
a month to certify patients as hospice eligible without
examining the patient or reviewing medical records.*
The extent to which some hospice providers may be
employing “community education representatives”s°
to market hospice services and recruit hospice patients
demands vigilance in the form of either industry self-
policing or government oversight.” In fact, the latter
option was recommended in 2009 by the Medicare
Payment Advisory Commission (MedPAC), which said
the Office of Investigator General should investigate
“financial relationships between hospices and long-
term care facilities [ ] that may represent a conflict
of interest and influence admissions to hospice;...the
appropriateness of enrollment practices...; [and] the
appropriateness of hospice marketing materials and
other admissions practices.”>2

Hospice-eligible patients, by definition, are facing
a relatively imminent death. In this context, many
patients and their family-member advocates are expe-
riencing myriad emotions potentially compromising
their judgment and ability to comprehend the implica-
tions of entering into hospice. Given these heightened
vulnerabilities, potential hospice candidates are more
susceptible to unscrupulous marketing techniques
and over-promising with regard to services that will
be provided. If a patient recruiter stands to person-
ally benefit in the form of a commission or bonus for
reaching and maintaining enrollment goals,> such an
incentive potentially conflicts with the candor required
for a potential hospice patient to make an informed
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decision about whether to forego continued curative
medical treatments, a necessary condition of enroll-
ment in hospice.

Moreover, concerns exist over whether hospice
providers, regardless of ownership structure, inten-
tionally select patients who are likely to have longer
lengths of stay and thus result in the generation of
greater revenues. Because of Medicare’s current pay-
ment policy, which pays the same flat rate per diem
(regardless of the patient’s specific terminal illness),
a tempting incentive is created to target patients who
will require less expensive care over a longer period of
time. As a 2009 MedPAC report to Congress noted,
“A strong correlation exists between length of hos-
pice stay and profitability.... The concern is that some
new hospice providers, which are predominantly for-
profit, may be pursuing a business model based on
maximizing length of stay and thus profitability.”s*
The 2008 MedPAC report found that “hospices with
longer lengths of stay are more profitable [because]
length of stay in a for-profit hospice is about 45% lon-
ger than the length of stay in a not-for-profit facility.”ss
While seemingly counterintuitive, it turns out that
the longer a patient remains in hospice, the less costly
it is for the provider to care for her because over the
course of a lengthy hospice arrangement, the patient’s
baseline of necessary care becomes less rigorous and
time intensive. The current Medicare policy makes
sense if one considers that hospice was designed to
offer only palliative, not curative, treatment. When
the Medicare benefit was created in 1982, the con-
cept of palliative medicine was not disease specific.*
Therefore, while the revenue from federal reimburse-
ments remains constant, costs associated with patient
care do not.”” As Lindrooth and Weisbrod illustrate,
hospice costs during approximately the first four days
of patient care are relatively high, due to the addi-
tional time required to transition a patient and rel-
evant family members into the hospice program and
attend to their emotional and physical needs. Like-
wise, a patient’s final days prior to death are relatively
more time and resource intensive, and therefore more
costly.

During the intervening time period, however, costs
of care are relatively lower and constant. Of course,
these intermediary costs escalate in the context of
patients requiring more expensive palliative care, such
as chemotherapy, radiation, or recreational services,
which explains why hospice providers needing to keep
investors satisfied, seeking to realize a profit, or sim-
ply struggling to maintain a margin that will sustain
the organization’s mission, are rationally tempted to
selectively recruit patients with non-cancer diagnoses,
for example.”® This “U-shaped” cost function and lin-
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ear revenue stream creates a “financial incentive for all
hospices...to maximize the duration” of a patient’s stay
in order to distribute the higher costs at the beginning
and end of treatment and increase overall profits.>
Although MedPAC has called for an adjustment
to the reimbursement structure that would pay rela-
tively more per day for those higher costs associated
with the entrance of a patient into hospice and for

— respond to the Medicare reimbursement incentive
by selectively admitting patients with primary diag-
noses, recent curative care, and ages that would sug-
gest probabilities for a longer life trajectory, and cor-
respondingly higher profits.®3

Additional data published by Lorenz et al. exam-
ined 67 for-profit hospices and 109 nonprofit hos-
pices operating in California to determine whether

Without changes to the current reimbursement structure, coupled with measures
to ensure greater accountability in the use of these benefits, we are concerned about
the potential for a more dominant hospice provider to serve selectively a higher
percentage of patients with a non-cancer diagnosis. The patient population at such
a hospice could thereby average significantly longer and more lucrative periods of
time during which the provider would realize a great return on the Medicare per
diem payments for those patients, while potentially shifting a disproportionate
share of the more costly short-term patients to hospice providers with a broader
commitment to a community beyond those with an ownership interest.

those higher costs associated with the patient’s death,
these payment changes will not be implemented
before 2013.9° Meanwhile, the current per diem paid
by Medicare remains constant throughout a patient’s
stay, regardless of how much time is actually devoted
to patient care and the delivery of hospice services.®
Without changes to the current reimbursement
structure, coupled with measures to ensure greater
accountability in the use of these benefits, we are
concerned about the potential for a more dominant
hospice provider to serve selectively a higher per-
centage of patients with a non-cancer diagnosis. The
patient population at such a hospice could thereby
average significantly longer and more lucrative peri-
ods of time during which the provider would realize
a great return on the Medicare per diem payments
for those patients, while potentially shifting a dis-
proportionate share of the more costly short-term
patients to hospice providers with a broader commit-
ment to a community beyond those with an owner-
ship interest.52

While all hospice providers, regardless of ownership
status, are incentivized to “game” the system according
to the current reimbursement policy, Lindrooth and
Weisbrod analyzed admission data at 104 for-profit
and 534 religious nonprofit hospice providers over a
three-year period in an effort to determine whether
patterns of patient selection could be identified. Their
data demonstrate that for-profit hospices — more so
than the religious nonprofit hospices they also studied
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patterns in patient population could be determined.5*
This study concluded that for-profit hospice provid-
ers treat a disproportionate number of patients who
were either previously in a long-term care facility and/
or suffer with a non-cancer diagnosis. Moreover, these
researchers confirmed that a higher percentage of for-
profit patients do in fact remain in hospice longer than
90 days.%

Longer stays, of course, are not intrinsically prob-
lematic. Indeed, getting a patient into hospice for a
longer and more managed death process can be more
conducive to the holistic and comprehensive care for
both patient and family that hospice promises. Recent
research also suggests greater systematic cost savings
can result from longer stays in hospice.® Moreover, a
variety of reasons unrelated to fraudulent or nefari-
ous practices may explain differences in enrollment
patterns, including a good faith effort on the part of
for-profit providers to include terminal, non-cancer
patients who have been traditionally under-repre-
sented among hospice populations.5

Do Commercial Concerns Compromise the

Quality of Care Delivered by Hospice Providers?
Interdisciplinary, coordinated care has been a hall-
mark of the hospice philosophy of holistic end-of-
life care since the movement’s inception. Moreover,
government reimbursement via Medicare is condi-
tioned upon the hospice organization’s provision of
a team that includes at least one physician, one reg-
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istered nurse, and one social worker.®® The inclusion
of such expertise is necessary to coordinate the medi-
cal, psychological, and social components of hospice
care “core services” as described in federal law, which
pursuant to an individual patient’s written plan, must
include availability to physician services, skilled nurs-
ing care, dietary or nutritional services, psychological
counseling (including bereavement therapy), spiritual
care, and medical social services.®® “Noncore” services
include physical therapy, speech therapy, occupational
therapy, continuous home care, and household/home-
maker services.” Hospice providers, however, have
discretion with regard to staffing specifics.

At least one study has demonstrated that staffing
patterns do differ among hospice providers in ways
that correlate to ownership status, although no cor-
relations established patterns of adverse or compro-
mised patient care.” The research noted above by
Lorenz et al. examining California hospices in the late
1990s also found that for-profit hospices provided a
mix of overall less-skilled nursing care, but failed to
establish whether quality of patient care in general
suffered as a result of these staffing decisions.” In fact,
this same study found “no significant difference in the
actual number of skilled nursing visits per patient day
provided by for-profit hospices (0.33) versus not-for-
profit hospices (0.35).”7

More recent data from researchers at Yale found
“substantial variation by hospice ownership type in
the patterns of interdisciplinary staff.”7* Again, while
correlations to adverse impact on quality of care were
not proven, the study did find that for-profit hospice
facilities typically employ less expensive labor, includ-
ing fewer registered nurses, fewer medical social work-
ers, and fewer clinicians.”

In addition to staffing differences, other research
suggests that patterns of care do differ among hos-
pice providers with different ownership structures,
although, again, evidence of wide-spread adverse or
compromised patient care does not exist.”® However,
when adjustments are made for differences in patient
diagnosis, disability, gender, and other variables,
patients of for-profit hospices have been shown to
receive significantly fewer types of services than do
patients of nonprofit hospices, including continuous
home care and bereavement services. Due to the dif-
ficulties in assessing the relative value of specific ser-
vices to individual patients, even these limited studies
fail to establish an overall diminished quality of care
at for-profit providers. However, these findings did
prompt one set of researchers to speculate regard-
ing how differences in “origin” influence the hospice
endeavor:
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One possible interpretation [for why for-profits
provide a narrower range of services when com-
pared with nonprofit hospices] is that the differ-
ent patterns of care are the result of the differing
origins of the for-profit and nonprofit hospice. The
traditional, nonprofit hospice emerged as a philos-
ophy of care that emphasized psychosocial support,
spiritual care, the use of volunteers and family, and
symptom management. The for-profit hospices
that have emerged more recently, however, might
not be as strongly rooted in this traditional hospice
philosophy.7

To be clear, Carlson et al. are not suggesting that evi-
dence exists of inferior care at for-profit hospice pro-
viders. Rather, these researchers are highlighting the
reality that a more commercialized, entrepreneurial
approach to hospice may privilege business practices
and financial responsibilities to investors in ways that
challenge their concomitant commitment to ethical
health services and duties to patients. Again, while the
financial bottom line driving for-profit hospice provid-
ers is the creation of profits, this pressure may not be
all that different from that facing the nonprofit hospice
provider attempting to bolster enough revenues not
only to keep the doors open, but also to expand services
and maintain competitive employee compensation.
The quote above by Carlson et al., however, reminds
us that business management principles focused on
increasing market share, reducing labor costs, and
creating economies of scale may become problematic
to the extent they threaten to compromise the death
experience of the patient, i.e., the “traditional hospice
philosophy.” To be sure, more data examining poten-
tially negative correlations between business practices
and patient care are needed.

Conclusion

Charles F. von Gunten, editor-in-chief of the Journal
of Palliative Medicine, recently opined that perhaps
“there really is no difference in the care delivered by
hospices of differing tax status,” and therefore, on the
question of profit versus not-for-profit, he concluded:
“Who cares?””® Von Gunten’s position was bolstered
by the recognition that current data defining qual-
ity and measuring outcomes in the realm of hospice
support neither the demonization nor the canoniza-
tion of either ownership structure. To be sure, our
review of the literature confirms the necessity of more
sophisticated studies of business practices and patient
care throughout the hospice industry, with a keen
eye trained on how ethical issues are addressed when
they intersect with commercial interests and financial
incentives.
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The concerns raised in this article, particularly
regarding recruitment of patients and patterns of
patient care, are intended to highlight ethical conflicts
suggested by an increasingly commercialized health
services marketplace that is infused with large sums
of federal money accompanied by increased regula-
tory oversight. Yet, a number of questions suggest the
importance of continued research, deliberation, and
oversight in this area: Will the patient’s experience of
hospice services (as envisioned by Dame Saunders,
i.e., marked by a fundamentally altruistic system of
organization and governance) be compromised by the
practices of profit-driven competition and additional
costs associated with government regulation?” What
non-financial costs may be borne by patients, their
family, and hospice providers if the hospice indus-
try’s traditional emphasis on principles of community
welfare maximization cannot be reconciled to more
individual notions of profit maximization? How, in
ways that are not unnecessarily paternalistic, will the
hospice industry guard against the exploitation of an
unsuspecting population that is particularly vulner-
able? The challenge for medical professionals, health
care businesspersons, academic researchers, policy-
makers, and government regulators going forward
will be to address these questions in a manner that
will preserve the spirit of hospice as it was originally
envisioned and as it has come to be understood, expe-
rienced, and relied upon by much of the public.
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ABSTRACT

Objective To compare quality of care in for-profit and not-
for-profit nursing homes.

Design Systematic review and meta-analysis of
observational studies and randomised controlled trials
investigating quality of care in for-profit versus not-for-
profit nursing homes.

Results A comprehensive search yielded 8827 citations,
of which 956 were judged appropriate for full text review.
Study characteristics and results of 82 articles that met
inclusion criteria were summarised, and results for the
four most frequently reported quality measures were
pooled. Included studies reported results dating from
1965 to 2003. In 40 studies, all statistically significant
comparisons (P<0.05) favoured not-for-profit facilities; in
three studies, all statistically significant comparisons
favoured for-profit facilities, and the remaining studies
had less consistent findings. Meta-analyses suggested
that not-for-profit facilities delivered higher quality care
than did for-profit facilities for two of the four most
frequently reported quality measures: more or higher
quality staffing (ratio of effect 1.11, 95% confidence
interval 1.07 to 1.14, P<0.001) and lower pressure ulcer
prevalence (odds ratio 0.91, 95% confidence interval
0.83 to 0.98, P=0.02). Non-significant results favouring
not-for-profit homes were found for the two other most
frequently used measures: physical restraint use (odds
ratio 0.93, 0.82 to 1.05, P=0.25) and fewer deficiencies in
governmental regulatory assessments (ratio of effect
0.90, 0.78 to 1.04, P=0.17).

Conclusions This systematic review and meta-analysis of
the evidence suggests that, on average, not-for-profit
nursing homes deliver higher quality care than do for-profit
nursing homes. Many factors may, however, influence this
relation in the case of individual institutions.

INTRODUCTION
Nursing homes provide long term housing, support,
and 24 hour nursing care for people who are unable
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to function independently. Conservative forecasts
from the European Union suggest that the need for
nursing home care will double in the next 40 years as
the population ages.' Many nursing home residents are
bound to the routines, diets, and treatments prescribed
by the home where they reside. In addition, many of
them are unable to advocate for themselves because of
physical, medical, cognitive, or financial limitations.

Concerns about quality of care in nursing homes are
widespread among academic investigators,”” the lay
press,”*! and policy makers.''> Whether a facility is
owned by a for-profit or a not-for-profit organisation
may affect structure, process, and outcome determi-
nants of quality of care. In the United States, for exam-
ple, two thirds of nursing homes are investor owned,
for-profit institutions; in the United Kingdom, more
than half of healthcare beds belong to independent
nursing homes for older people, most of which are
operated by for-profit institutions.'* The type of own-
ership of nursing homes in Europe varies; countries
with previously dominant public healthcare systems
(such as Poland) now seek privatisation.'* In Canada,
52% of nursing homes are in for-profit ownership, and
not-for-profit care is evenly split between charitable or
privately owned not-for-profit facilities and govern-
ment or publicly owned not-for-profit facilities."
Both for-profit and not-for-profit nursing homes may
have both public and private funding.

Several investigators have assessed the relation
between for-profit/not-for-profit status and quality of
care.'® If quality or appropriateness of care varies sig-
nificantly by ownership, this should influence govern-
ment policies related to regulatory assessments and the
use of public funds for nursing homes. The objective of
this systematic review and meta-analysis was to exam-
ine the quality of care in for-profit and not-for-profit
(privately and publicly owned) nursing homes to
enhance the evidence base for public policy. This
work is part of our series of systematic reviews
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Evaluation of quality of studies used in meta-analyses: appropriate and inappropriate

adjustments

Appropriate adjustments (0-5)

One point for each of:

¢ Having an adjusted analysis

¢ Adjusting for age

o Adjusting for severity of illness (comorbidities)

o Adjusting for presence or absence or severity of dementia

¢ Adjusting for payment status of residents (government funded v privately funded)

Inappropriate adjustments (yes/no)

Yes for adjusting for potential quality of care measures (that is, elements used to assess
quality of care in a different study, such as pressure ulcer, restraint use, urinary
catheterisation, staffing, or regulatory agency citations)

page 2 of 15

comparing health outcomes, quality and appropriate-
ness of care, and payment for care in for-profit and not-
for-profit care delivery institutions.'”"

METHODS

Search strategy

We used a multimodal search strategy focused on 18
bibliographical databases, personal files, consultation
with experts, reviews of references of eligible articles,
and searches of PubMed (for related articles) and Sci-
Search (for articles citing key publications).

A medical librarian (NB) used medical subject head-
ing terms and keywords from a preliminary search to
develop database search strategies. In each database,
the librarian used an iterative process to refine the
search strategy through testing several search terms
and incorporating new search terms as new relevant
citations were identified. The search included the fol-
lowing databases from inception to April 2006: Med-
line, Embase, HealthSTAR, CINAHL, Cochrane

Six strategies to identify articles

|

Citations identified in search and had titles and abstracts
screened (low threshold for selecting for full review) (n=8827)

{

Potentially eligible studies retrieved (n=956)

Masking of potentially eligible studies
(results obscured with black marker)

{

Masked studies assessed for eligibility (studies
reviewed in duplicate and consensus process used)

|

Studies identified for inclusion (n=82)

|

Data abstraction (duplicate extraction and consensus)

|

Contacting of authors

|

Data entry and analysis

Fig 1| Flow chart of steps in systematic review
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Database of Systematic Reviews, Database of
Abstracts of Reviews of Effects, Cochrane Central
Database of Controlled Trials, NHS Economic Eva-
luation Database, AgeLine, Web of Science, Proquest
Dissertations and Theses, ABI/INFORM Global, CB
CA Reference, EconlLit, Proquest European Business,
PAIS International, and Worldwide Political Science
Abstracts. Search terms included nursing home speci-
fic terms (such as nursing homes, homes for the aged,
long-term care) combined with ownership terms (such
as proprietary, investor, for-profit, and competition).
The web appendix gives a complete description of
our database search strategies.

Study selection

Eligibility criteria

Our inclusion criteria were as follows: patients—those
residing in nursing homes in any jurisdiction; inter-
vention—for-profit status of the institutions; compara-
tor—not-for-profit status; and outcomes—measures of
quality of care in for-profit and not-for-profit nursing
homes.

Definition of quality of care

As described by the American Medical Association,
quality of care is “care that consistently contributes to
the improvement or maintenance of quality and/or
duration of life.””” Quality of care was conceptualised
by Donebedian as having inter-related structure, pro-
cess, and outcome components.?' Structure pertains to
resources used in care (such as staffing). Process refers
to action on the patient (such as use of restraint and
urethral catheterisation). Outcome indicators assess
the patient’s end result (such as pressure ulcers).
Many quality of care instruments have been proposed,
although none has been universally accepted.” Conse-
quently, we used measures that authors defined as
representing “quality of care” or “appropriateness of
care,” provided that they defined a priori what consti-
tuted “good” or “poor” quality of care. The most fre-
quently used quality measures were as follows.

Number of staff per resident or level of training of staff—
The US Medicare/Medicaid nursing home regulations
emphasise the importance of this measure of
structure.” Studies have consistently shown a positive
association between staffing and measures of both pro-
cess and outcome quality.”*>°

Physical ~ restraints—Although use of physical
restraints can prevent patients from injuring them-
selves, restraints diminish a patient’s self esteem and
dignity. By restricting mobility, they lead to both phy-
sical deterioration and the formation of painful pres-
sure ulcers.***” An Institute of Medicine report
emphasised use of restraints as an important process
measure.”

Pressure ulcers—The importance of this outcome
quality measure was also stressed by the Institute of
Medicine. Pressure ulcers are preventable and are
associated with pain and infection risk.*

Regulatory (government survey) deficiencies—Deficiency
citations by a regulatory body cover many aspects of
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Table 1|Number of studies with quality of care comparisons favouring particular ownerships*: overall and staffing results

All statistically Most statistically Mixed Most statistically All statistically
significant significant results or significant significant
comparisons comparisons direction comparisons comparisons

Quality of care measure Summary of study characteristics favoured NFP favoured NFP unclear favoured FP favoured FP
Quality overall with any quality of 82 studies with data from 1965-2003 40 2 37 0 3
care measure (FP v NFP) (1 from Australia, 5 from Canada, 1 from Taiwan,

74 from United States); 15 collected primary data,

and 1 supplemented primary data

with government survey data
Quality overall with any quality of 34 studies with data from 1965-2003 (1 from 16 2 16 0 0
care measure (FP v private NFP)  Australia, 1 from Canada, 38 from United States);

3 collected primary data, and 1 supplemented

primary data with government survey data
More, or more extensively 23 comparisons with data from 1965-2003 16 0 7 0 0

trained, staff (2 from Canada, 21 from United States)

FP=for-profit; NFP=not-for-profit.

*Studies were classified into three categories: “all significant differences favour one ownership type” (at least one outcome with P<0.05 favoured either FP or NFP and all outcomes with
P<0.05 favoured the same ownership—that is, all favoured NFP or all favoured FP); “most, but not all, significant differences favoured one ownership type” (at least four quality measures
with P<0.05 and three times as many outcomes with P<0.05 favoured one ownership than favoured the other); “mixed results” (all other results).

nursing home care. Their strength lies in providing an
overall measure of quality. Considerable work has
gone into developing valid overall deficiency
measures.*

Definition of nursing home

In keeping with other definitions,”® we defined a nur-
sing home as a home for elderly people in which most
residents require daily nursing care. We included all
long term care facilities that met this definition, includ-
ing those studies that specifically evaluated “skilled
nursing facilities” and special care facilities such as
those for patients with Alzheimer’s disease.

Assessment of study eligibility

Teams of two reviewers independently screened the
titles and abstracts of all citations identified in our
search, and if either reviewer thought that a citation
might be eligible we retrieved the study for full text
review. Research personnel who were not involved in

the screening or data abstraction process masked the
study results from the text and tables of potentially eli-
gible articles by using a black marker. Teams of two
reviewers independently evaluated each masked arti-
cle to determine eligibility. All disagreements were
resolved by consensus, with discussions with the pro-
jectlead (VRC) about eligibility criteria as required. In
the event of ambiguity about whether the outcome was
a measure of quality of care, we erred on the side of
being inclusive.

Data extraction and study quality evaluation

Multiple teams of two reviewers independently
abstracted data from included articles. We collected
data on geographical area, year, data source, unit of
measurement (number of residents or nursing homes),
and quality of care measure. We developed and applied
a 0-5 scale for evaluating appropriate adjustments and a
yes/no scale for inappropriate adjustments (box). We
explored whether appropriate and inappropriate

Table 2|Number of studies with quality of care comparisons favouring particular ownerships: other results*

Favoured NFP Non-significantly Direction Non-significantly Favoured FP
Quality of care measure Summary of study characteristics (P<0.05) favoured NFP unclear favoured FP (P<0.05)
Lower pressure ulcer prevalence 24 comparisons with data from 1984-2003 7 10 3 3 1
(1 from Canada, 23 from United States)
Lower physical restraint prevalence 21 comparisons with data from 1987-2003 10 4 0 3 4
(all from United States)
Fewer deficiencies on government surveys 19 comparisons with data from 1976-2003 10 5 2 2 0
(all from United States)
Lower urethral catheterisation prevalence 10 comparisons with data from 1984-2003 4 2 3 0 1
(all from United States)
Lower mortality 4 comparisons with data from 1984-99 1 2 1 0 0
(1 from Canada, 3 from United States)
Lower psychoactive drug use prevalence 4 comparisons with data from 1997-2003 3 1 0 0 0
(all from United States)
More feeding tubes 3 comparisons with data from 1990-9 3 0 0 0 0
(all from United States)
Lower hospital admission rate 3 comparisons with data from 1994-9 1 1 0 1 0

FP=for-profit; NFP=not-for-profit.

(1 from Canada, 2 from United States)

*Single overall comparisons were made for each of pressure ulcer, physical restraint, and deficiency outcomes, rather than multiple comparisons being made within the same study.
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Table 3|Characteristics of studies comparing private for-profit and private not-for-profit nursing home quality of care

Factors controlled or adjusted for

Place; year; data source*; Appropriate: age, severity of illness, severity of Inappropriate: quality measures used in
Study No of residents or nursing homes dementia, and payment status adjustments other studies; measures of intensity of care
Levey etal 1973"* Massachusetts; 1965 and 1969; state public health Payment status None

department; 129 homes in each year
Cohen and Dubay United States; 1981; MMACS; 694 FP Severity of illness (long term care index of function), None
19902 and 235 private NFP homes dementia (% confused or disoriented), payment status (%

of Medicare patients in facility)

Elwell 1984"> New York state; 1976; Residential Health Care Facilities ~ Severity of illness (ADLs), dementia (proportion of None

Report (NY); 258 FP and 130 private NFP homes residents with totally impaired alertness), payment status

(proportion of days paid for by Medicaid)

Lee 1984"4 lowa; 1980-1; lowa Department of Health; Unadjusted analysis Unadjusted analysis

254 FP

and 103 private NFP homes
Wiesbrod and Wisconsin; 1976; State Division of Health; 220 FP Adjusted analysis but none of 4 selected appropriate None
Schlesinger 1986“>  and 134 private NFP homes factors included
Lemke and Moos United States; year not listed; research nurses; 44 FP Unadjusted analysis Unadjusted analysis
1989%¢ and 44 private NFP homes
Pearson et al 1992"”  Australia; 1988-90; authors collected data; 120 FP Severity of illness (% of high need residents) Staffing (% of nurses who were RNs)

and 80 private NFP homes
Graber 1993"8 North Carolina; 1991; OSCAR; 167 FP Unadjusted analysis Unadjusted analysis

and 14 private NFP homes
Aaronson et al Pennsylvania; 1987; MMACS; 269 FP Varied by analysis: staffing—severity of illness (long term  Varied by analysis: staffing—none; pressure
1994%° and 180 private NFP homes care index of resident function), payment status; pressure  sores—restraint use; restraint use—RN to

sores—age (% aged 285), severity of illness (long term resident ratio
care index of resident function), payment status; restraint
use—dementia (proportion of confused patients per 100

beds), payment status (Medicaid use rate)

Moseley 1994%*° Virginia; 1983-5; state medical assistance services using Age, severity of illness (ADLs), dementia None
long-term care information system; 174 homes with 2362 (oriented/disoriented)
FP and 787 private NFP residents

Sainfortetal 1995""!  Wisconsin; 1982; research teams; 44 FP Unadjusted analysis Unadjusted analysis
and 46 private NFP homes
Holmes 1996"1? Michigan; 1989; MMACS; 275 FP Severity of illness (ADLs), payment status (% Medicaid None
and 60 private NFP homes patient days), dementia (% of residents with cognitive
deficiencies)
Johnson-Pawlsonand Maryland; 1991-2; OSCAR; 137 FP Severity of illness (ADLs), payment status Staffing (RN and full time equivalent nurse
Infeld 1996"*> and 55 private NFP homes (% of residents covered by Medicare) positions/patient)
Spectorand Fortinsky Ohio; 1994; MDS; 843 homes Age, dementia (cognitive performance) None
1998"14
Spector et al 1998%!°  United States; 1987; NMES; 1695 FP Age, dementia, payment status (Medicaid coverage %) None
and 535 private NFP homes
Hughes et al 2000"®  Continental United States; 1997; OSCAR; 10 666 FP Dementia, payment status Staffing (in facility model),
and 3342 private NFP homes antidepressant drug use
Troyer 2001 Florida; 1994-6; OSCAR; unclear Payment status (private pay/Medicaid/Medicare funding) None
Chou 20028 United States; 1984-94; NLTCS; 1770 FP Age, severity of illness (ADLs, before admission), None
and 1044 private NFP residents dementia (cognitive score on admission)
Harrington et al United States; 1997-8; OSCAR; 9009 FP Severity of illness (ADLs), dementia (in secondary analysis None
2002%*° and 3789 private NFP homes only), payment status (% Medicaid residents)
Grabowski and Hirth  United States; 1995; OSCAR; 11 174 FP Severity of illness (ADLs), payment status None
2003"%° and 4688 private NFP homes
Berta et al 2004"%! Ontario; 1996-2002; RCFS; not clear Unadjusted analysis Unadjusted analysis
Grabowski and United States; 1998-2000; OSCAR and MDS; 9478 FPa  Adjusted analysis but none of 4 selected appropriate None
Angelelli 2004%2? nd 3434 private NFP homes factors included
Grabowskiand Castle United States; 1991-9; OSCAR; 18 432 homes, selecting  Unadjusted analysis Unadjusted analysis
2004%23 those with 5 consecutive yearly assessments with upper
and lower quartile scores for each quality measure
Grabowski 2004"2*  Continental United States; 1996; MEPS and OSCAR; Age, severity of illness (ADLs), dementia, payment status None
815 homes, with 1856 FP and 673 private NFP residents
Grabowski et al United States; 1998-9; MDS and OSCAR; 15 128 homes  Adjusted analysis but none of 4 selected appropriate None
2004 (13 819 for daily pain information, 13 169 for pressure  factors included

ulcer information, 13 859 for physical restraint
information)

Konetzka et al United States; 1996-2000; OSCAR; 11 968 FP Severity of illness (ADLs), dementia (% with), None

2004"%° ~and 5077 private NFP homes __payment status (% private pay) -

Konetzkaet al United States; 1996; MEPS; 529 FP Severity of illness (ADL dependence), dementia (cognitive  Staffing (RNs and LPNs/100 residents,
2004%%7 and 192 private NFP residents performance), payment status (payer source) nursing assistants/100 residents
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Place; year; data source*;
No of residents or nursing homes

Ohio; 1997 and 2000; MDS; 390 FPand 109 private NFPin  Age, dementia, payment status (% of residents with
1997; 391 FP and 114 private NFP homes in 2000

IL, MA, MS, NY, OH, and SD; 2000; MDS and OSCAR;
1560 FP and 494 private NFP homes

Missouri; 2000-1; MDS and research nurses;

Study

Lapane and Hughes
200448

Lapane and Hughes
2004"%

Rantz et al 2004">°

Medicaid/Medicare)

Unadjusted analysis

60 FP and 26 private NFP homes

Zhang and Grabowski
20043

Akinci and

United States; 1987—MMACS, 1993—0SCAR; 5092
_ facilities for matched analysis between the 2 years

Northeastern Pennsylvania; 2000-2; OSCAR; 46 FP homes Unadjusted analysis

7(proportion Medicare funded)

Krolikowski 2005"3?  and 38 private NFP homes

Bardenheier et al
2005"%

994 public

United States; 1995, 1997, and 1999; NNHS;
1409 homes in 1995, 1488 in 1997, and 1423 in 1999

Zinn et al 2005"%* United States; 2002-3; MDS; 10 763 FP, 4802 private NFP, Adjusted analysis but none of 4 selected appropriate

factors included

Appropriate: age, severity of illness, severity of
dementia, and payment status adjustments

Severity of illness (ADL score), payment status

Age, payment status (payment source)

Factors controlled or adjusted for

Inappropriate: quality measures used in
other studies; measures of intensity of care

None

Age, dementia (cognitive functioning), payment status 7Stafﬁng (RN and LPN full time equivalents,
(% of residents being paid for by Medicare/Medicaid)

and nursing assistants per 100 beds)

Unadjusted analysis
7None
7Unadiusted analysis
7None

None

ADLs=activities of daily living; LPN=licensed practical nurse; FP=for-profit; NFP=not-for-profit; RN=registered nurse.

*MDS (minimum data set): quarterly survey of residents in US Medicaid certified facilities (resident level quality assessed); MMACS (Medicare and Medicaid Automated Certification System)/
OSCAR (Online Survey, Certification and Reporting): facility level survey completed every 9-15 months for US Medicare/Medicaid certification (OSCAR replaced MMACS in 1991); MEPS
(Medical Expenditure Panel Survey): see NMES; NMES (National (US) Medical Expenditure Survey): survey of nationally representative sample of people in nursing and personal care homes
and facilities for mentally challenged people (collects information on health expenditures); NLTCS (National (US) Long Term Care Survey): survey of nationally representative sample of
elderly, disabled, Medicaid beneficiaries in community or institutional settings (tracks expenditures, family caregiving, and Medicaid service use); NNHS (National (US) Nursing Home
Survey): survey of nationwide sample of nursing homes conducted by the National Center for Health Statistics (includes non-Medicare/Medicaid facilities; tracks service use and costs);

OSCAR: see MMACS; RCFS (Residential Care Facilities Survey): Statistics Canada census of residential care facilities.
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adjustment explained heterogeneity. Disagreements
were resolved by consensus, with consultation of a
third investigator when resolution could not be
achieved.

Statistical analysis

Many studies had for-profit versus not-for-profit com-
parisons including multiple measures of quality of
care. When summarising results, we classified studies
into three categories. (1) “All statistically significant dif-
ferences favoured one ownership type”—studies ful-
filled two requirements: at least one outcome with
P<0.05 favoured either for-profit or not-for-profit and
all outcomes with P<0.05 favoured the same funding
structure (that is, all favour not-for-profit or all favour
for-profit). (2) “Most but not all significant differences
favoured one ownership type”—studies fulfilled two
requirements: at least four quality measures had
P<0.05 and three times as many outcomes with
P<0.05 favour one ownership as favour the other. (3)
“Mixed results”—all other results.

We pooled outcomes by using random effects mod-
els separately for the most frequently used quality of
care measures: number of staff or level of training of
staff, pressure ulcers, physical restraints, and regula-
tory (government survey) deficiencies. We considered
P<0.05 to be statistically significant.

We used prevalence, rather than incidence, in
reporting physical restraint use and pressure ulcers
based on authors’ reporting of study outcomes. We
report the odds ratios and 95% confidence intervals
for these outcomes. When necessary, we converted
other effect measures to odds ratios by using available
data. For example, if the study reported a relative risk
(RR) and the event proportion in for-profit nursing
homes (pr), the odds ratios was calculated as (RRx
(1-Pg,))/(1-PgxRR).  Similarly, when the studies
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presented a f coefficient (an adjusted result represent-
ing difference in event proportions in for-profit and
not-for-profit nursing homes, pr_Pnfp), if the event
proportion (Pc) in the study population and sample
sizes (N, and N,g,) of the nursing homes in for-profit
and not-for-profit were provided, solving the following
two equations for Pyg, and Py, we computed the odds
ratio: pr_Pan:B and (PfPXNfP"rPnpranP)/ (pr+anP)
=Pc. For the outcomes of deficiencies and staffing, we
used the ratio of the effect from not-for-profit to for-
profit nursing homes in pooling studies.

We avoided repetition of data on the same resident
from different studies by preferentially using data from
the larger dataset when necessary. One author (GHG)
made these decisions by using blinded copies of arti-
cles while unaware of study outcomes. We requested
supplemental data when available data was insufficient
for analysis. We evaluated heterogeneity with both a
test and the I” statistic, interpreting a low I* as 25% or
lower and a high I* as 75% or higher.*” We examined
funnel plots for evidence of publication bias. We
applied a univariate meta-regression random effects
model to each pooled outcome to evaluate potential
sources of heterogeneity.

Hypotheses to explain heterogeneity

Our a priori hypotheses for sources of potential hetero-
geneity included analysis of privately owned and pub-
licly owned nursing facilities in the same category,
appropriate and inappropriate adjustments, the year
of data collection, geography and political environ-
ment, and primary compared with secondary data col-
lection. We did univariate meta-regression for each
potential cause of heterogeneity. We present subgroup
results if the likelihood of the differences between sub-
groups being due to chance was P<0.10. Our a priori
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Table 4|Quality of care measures and outcomes of studies comparing private for-profit and private not-for-profit nursing homes (favoured directions
represent those with higher quality care)

Study Quality measure Outcome

Levey et al 1973"* Dietary options; doctor's order book showing activity; nursing kardex showing Mixed results: not significant for all measures (direction not noted)
activity; activities for patients’ availability (religious, recreation); patients’ records
being complete; personal care availability; physical plant utilities; restorative
services availability; staffing—No of nursing shifts not covered perweek, licensed
nursing hours, total nursing hours

Cohen and Dubay Staffing: RNs, LPNs per bed Mixed results: non-significantly favoured private NFP
1990%2
Elwell 1984"> Multi-bed rooms (proportion of patients in them); staffing—allied health hours/  Most significant comparisons favoured private NFP: having fewer multi-bed rooms

resident/day, nursing hours/resident/day, physician hours/resident/week, RN favoured FP (P<0.001); all other measures favoured private NFP (P<0.025)
hours/resident/day

Lee 1984"* Nursing and personal care delivery index (by inspection and resident interviews ~ Mixed results: resident satisfaction by interview and room conditions by

on 17 items); quarterly care review completion; residents’ satisfaction by inspection favoured FP (P<0.05); favoured private NFP for quarterly care review

interview; room conditions ratings by inspection; staffing—staff/resident ratio completion and staffing; non-significantly favoured private NFP for nursing and
personal care delivery (P=0.077)

Wiesbrod and Deficiencies in Wisconsin licensing survey Mixed results: non-significantly favoured private NFP for church owned homes;

Schlesinger 1986"° non-significantly favoured FP for non-church owned (P<0.1)

Lemke and Moos Service availability; staff richness; staffing—No of full time equivalent staff All significant (P<0.05) comparisons favoured private NFP: only significant

1989"¢ members/resident; subjective comfort; subjective control; subjective rapport; difference was for subjective rapport, which favoured private NFP; private NFP also
subjective resident autonomy; subjective security offered more comfortable physical environment and more health services

Pearson et al 1992"”  Freedom of choice; healthcare treatment; home-like environment; privacy and All significant (P<0.05) comparisons favoured private NFP: non-significantly
dignity; social independence; variety of experience favoured private NFP for having healthcare treatment, privacy, and dignity;

favoured private NFP for all others
Graber 1993"8 Deficiencies in OSCAR; ombudsman office complaints All significant (P<0.05) comparisons favoured private NFP: non-significantly

favoured private NFP overall; non-significantly favoured private NFP for
deficiencies, but significantly favoured private NFP for complaints (P<0.01)

Aaronson et al Pressure ulcer prevalence; restraint use prevalence; staffing—RNs, LPNs, and Mixed results: favoured FP for pressure ulcer (P<0.05); favoured private NFP for
1994"° aides per 100 beds staffing (P<0.05); non-significantly favoured private NFP for restraint use
Moseley 1994%1° Composite measure of inappropriate care (underprovision of routine medical All significant (P<0.05) comparisons favoured private NFP: favoured private NFP

care, skilled nursing care, and physical therapy or overprovision of psychotropic  (P<0.001) for composite measure; non-significantly favoured private NFP for
drugs, physical restraints, or urinary catheterisation); functional improvement functional improvement
over 9 months

Sainfortetal 1995***  Outcome based quality such as grooming, mood, awareness of condition, Mixed results: non-significantly favoured private NFP for outcome measures;
physical condition, promotion of family ties, continuity of lifestyle; process based difference not stated for process measures
quality such as plan of care, medical records, planning and evaluation,
admission/transfer, residents’ influence, staff’s attitudes to residents, staff
communication, communication between residents, variety/adequacy of
activities, match of residents to activities, volunteer programme, meal variety/
presentation, nutrition/diet

Holmes 19962 Deficiencies in MMACS per facility Favoured private NFP (P value not stated)

Johnson-Pawlsonand Deficiencies in Long-Term Care Survey Non-significantly favoured private NFP

Infeld 1996"*2

Spectorand Fortinsky Pressure ulcer prevalence Non-significantly favoured private NFP

1998

Spectoretal 1998"*> Functional disability at year end; hospital admission incidence; infection All significant (P<0.05) comparisons favoured private NFP: non-significantly
prevalence; mortality during 1987; pressure ulcer prevalence favoured FP for functional disability and hospital admission incidence; non-

significantly favoured private NFP for pressure ulcer prevalence; favoured private
NFP for infection prevalence (P<0.05); non-significantly favoured private NFP for
mortality (P<0.1)

Hughes et al 2000"*¢  Psychotropic drug use (use is poorer quality than no use); deficiencies in OSCAR  Favoured private NFP (for all measures) (P<0.001)
per resident day; staffing—No of RN hours/day, total No of nursing hours per

patient day
Troyer 2001%"7 Deficiencies in OSCAR per resident day Favoured private NFP (P<0.05)
Chou 200218 Mortality; prevalence of dehydration, pressure ulcers, and urinary tract infection ~ Mixed results: non-significantly favoured private NFP for all measures except
pressure ulcer prevalence, which non-significantly favoured FP
Harrington et al Deficiencies in OSCAR (quality care)*; staffing—(RN + LVN/LPN hours)/resident  Favoured private NFP for all three measures
2002"%° day and nursing assistant hours/resident day
Grabowski and Hirth  Prevalence of feeding tube, pressure ulcers, restraint use, and urinary Most significant comparisons favoured private NFP: favoured private NFP (P<0.01)
2003"%° catheterisation; staffing—proportion of total staff who are RNs, total nurse staff/ for all measures except urinary catheterisation prevalence, which favoured FP
resident/day (P<0.01)
Berta et al 2004"%* Staffing—RN + nursing assistant hours/resident/day, other direct care staff Favoured private NFP (P<0.05) in comparison of FP and (private NFP + public + FP)
hours/resident/day for all measures
Grabowski and Pain reported by residents; pressure ulcer prevalence; restraint use prevalence  Mixed results: favoured FP (P<0.05) for pain reported by residents and restraint use
Angelelli 2004%2? prevalence; favoured private NFP for pressure ulcer prevalence
Grabowskiand Castle Prevalence of feeding tube, pressure ulcers, restraint use, and urinary Mixed results: favoured private NFP (P<0.001) for consistently poor quality homes
200423 catheterisation for each measure; favoured FP (P<0.001) for consistently good quality homes for
each quality measure
Grabowski 2004"?*  Deficiencies in health/quality of care in OSCAR Non-significantly favoured FP
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Study Quality measure Outcome

Grabowski et al Pressure ulcer prevalence Favoured private NFP (P<0.05)

2004"%

Konetzka et al Deficiencies in OSCAR; staffing—nursing assistant hours/resident day, RN hours/ All significant (P<0.05) comparisons favoured private NFP
2004"%¢ resident day, RN + LPN hours/resident day

Konetzka et al Transfer to hospital rate for patients with pneumonia Favoured private NFP (P<0.01)

2004%%7

Lapane and Hughes  Depression treatment prevalence—assessed by antidepressant use and Non-significantly favoured FP for both measures
200428 specifically by SSRI use

Lapane and Hughes
2004"%°

Rantz et al 2004"*°  Performance on MDS quality indicators, confirmed by research nurses

Zhang and Grabowski Prevalence of pressure ulcers, restraint use, and urinary catheterisation

2004%3?

Akinci and

Bardenheier et al
2005"%

Depression treatment prevalence—assessed by antidepressant use and
specifically by use of antidepressants other than tricyclic antidepressants

Deficiencies in quality of care in Pennsylvania database; staffing—certified
Krolikowski 2005%32  nursing assistant hours/day, LPN/LVN hours/day, RN hours/day, total staff
hours/day

Vaccination for pneumococcus (% of homes)

All significant (P<0.05) comparisons favoured private NFP: favoured private NFP
(P<0.05) for antidepressant use, and non-significantly favoured private NFP for not

using tricyclic antidepressants

Non-significantly favoured private NFP

All significant (P<0.05) comparisons favoured private NFP: favoured private NFP for

all measures (P<0.001) except restraint use prevalence, which non-significantly
favoured private NFP

All significant (P<0.05) comparisons favoured private NFP: non-significantly
favoured private NFP (P<0.05) for deficiencies, certified nursing assistant hours,

7and LPN/LVN hours; favoured private NFP for RN hours and total staff hours

Non-significantly favoured private NFP

Zinn et al 2005"3*

Prevalence of infection, pain, pressure ulcers, pressure ulcers adjusted for facility Mixed results: favoured private NFP (P<0.1) for all measures except pain

admission profile or loss of ADLs, and restraint use prevalence, which favoured FP (P<0.01)

ADLs=activities of daily living; FP=for profit; LPN=licensed practical nurse; LVN=licensed vocational nurse; MDS=minimum data set survey; NFP=not for profit; OSCAR=Online Survey
Certification and Reporting; RN=registered nurse; SSRI=selective serotonin reuptake inhibitor.
*Related to resident assessment, quality of nursing services, dietary services, physician services, rehabilitative services, dental services, pharmacy services, and infection control.
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hypotheses to explain heterogeneity are detailed
below.

Analysing privately and publicly-owned not-for-profit
Jacilities in the same category—W e hypothesised that pri-
vately owned not-for-profit facilities may deliver
superior care compared with publicly owned facilities,
and thus comparisons between not-for-profit and for-
profit facilities may yield different results if publicly
owned facilities are included, as seen in previous
studies.” We decided, a priori, to present the result of
a for-profit versus privately owned not-for-profit meta-
analysis separately from a for-profit versus not-for-
profit meta-analysis regardless of whether privately
or publicly owned not-for-profit status explained het-
erogeneity of the pooled estimate.

Extent of appropriate and inappropriate adjustment—We
have defined concepts of appropriate and inappropri-
ate adjustment in the data extraction section above. We
compared studies with above median scores against
those with scores below the median for assessment of
appropriateness. Similarly, we compared studies with
inappropriate adjustment against those without inap-
propriate adjustment, excluding studies that did not
have an adjusted analysis.

Year of data collection—Legislation on quality of care
in nursing homes was introduced in the United States
under the Federal Nursing Home Reform Act (part of
Omnibus Budget Reconciliation, 1987). Most of the
studies we reviewed were from the United States. As
aresult, we compared data collected before and during
1987 versus after 1987.

Geography—We compared data collected inside and
outside the United States, as geography and political
environment are potential sources of heterogeneity.
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Primary versus secondary data collection—We compared
data acquired by primary (direct) data collection with
those acquired by secondary (administrative agency)
data collection.

RESULTS

Of the 8827 articles screened, we selected 956 for
blinded full text review. Figure 1 details the steps in
this review. Our agreement on the eligibility of studies
was very good (k=0.73 on the basis of two questions:
does the study evaluate nursing homes, and does the
study compare quality of care in for-profit and not-for-
profit facilities?). Disagreements stemmed from
implied but not stated definitions in the articles regard-
ing good and poor quality and implied but not stated
quality of care measures. We requested supplementary
data from 36 authors; 25 responded, of whom three did
new analyses in response to our queries.

We found 82 studies, spanning 1965 to 2003, com-
paring for-profit and not-for-profit nursing homes.*"
v82 We found 40 studies in which all statistically signif-
icant analyses (P<0.05) favoured not-for-profit homes
and three in which all statistically significant analyses
favoured for-profit homes. Similarly, 34 studies com-
pared for-profit and privately owned not-for-profit
nursing homes. In 16 of these, all statistically signifi-
cant comparisons favoured higher quality in privately
owned not-for-profit homes; none had all statistically
significant analyses favouring higher quality in for-
profit homes.

Tables 1and 2 present a summary of the character-
istics and outcomes of all studies included in this review
and summarise the results of comparisons for quality
measures evaluated by three or more studies. Tables 3
and 4 present the detailed study characteristics and
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Table 5| Characteristics of studies comparing for-profit and not-for-profit nursing home quality of care (public and private NFP homes)

Study
Winn 1974*3°

Riporttella-Muller
and Slesinger
1982"3¢

Nyman 198437

Brunetti et al
1990"%

Munroe 1990">°
Cherry 1991%4°
Kanda and Mezey

1991%41

Cherry 1993%4?

Factors controlled or adjusted for

Place; year; data source*; No of residents
or nursing homes

Appropriate: age, severity of illness, severity of
dementia, and payment status adjustments

Washington state; 1971; mailed questionnaire to
administrators; 24 FP, 24 NFP

Unadjusted analysis

Wisconsin; July 1977-June 1978; Wisconsin Department  Adjusted analysis but none of 4 selected appropriate

of Health and Wisconsin Nursing Homes Ombudsman factors included

Program; 462 homes
Payment source; severity of illness (need for
intermediate, personal, or residential care by payment
source)

Wisconsin; 1978-9; 1979 Wisconsin Nursing Home
Survey, Quality Assurance Project Pre-test, and Cost-
Quality Study dataset; 88 cases of nursing home
violations (No of nursing homes not indicated)

North Carolina; 1987; surveys to nursing home
administrators; 236 nursing homes (164 FP, 40 NFP)

California; 3 December 1985 to 30 December 1986;
Office of Statewide Health Planning and Development of
California; 455 homes

and Medicaid)
Illness severity (ADLs/IADLs); payment status

Certification (Medicare only, Medicaid only, or Medicare

Inappropriate: quality measures used in other studies;
measures of intensity of care

Unadjusted analysis

None

None

None

Proportions of residents with catheters and decubiti; ratio
of RN to LVN hours per resident day

Missouri; 1984; Missouri State Board of Health; 134
homes

Pennsylvania; 1980, 1982, 1985, 1987; Long Term Care
Facilities Survey conducted by State Health Data Center,
Pennsylvania Department of Health; 407 homes for
1980, 395 for 1982, 395 for 1985, 461 for 1987

Missouri; 1984; Missouri Division of Aging Routine
Inspections and Missouri State Board of Health; 210
nursing homes

Zinn et al 1993"4>  Pennsylvania; 1987; MMACS, Pennsylvania Long Term

Zinn 199344

Care Facility Questionnaire; 438 homes

46 continental US states; 1987; AHCA and MMACS;
approximately 14 000 homes

Payment status

Age of residents (in RN staffing comparison, when each
year was analysed separately)

Adjusted analysis but none of 4 selected appropriate
factors included

Payment status

% private pay; % confused; % Medicare; functional
severity index

RN, LPN, aide hours per resident

None

Nurse ratio

7RNs per resident

RN, LPN, aide staffing; rate of catheter use, restraint use,

and tube feeding

Graberand Sloane
1995%4°

North Carolina; 1991; OSCAR, North Carolina Division of
Medical Assistance, Office of State Health Planning; 195
homes

Iliness severity (% intubated patients, facility disability
level, % with incontinent residents)

RN ratio; LVN/nursing assistant ratio; % of residents on

psychotropic drugs

Christensen and
Beaver 1996"4¢

Oregon; 1991-4; Oregon Board of Examiners of Nursing
Home Administrators and State surveyors reports; 147
nursing homes (37 NFP or government and 110 FP)

Mukamel 997" New York (excluding New York City); 1986-90; New York

State Department of Health; approximately 550 homes,
42.3% of residents in proprietary homes, 39.9% of
residentsinvoluntary NFP homes, 17.8%in publichomes

Unadjusted analysis

7Unadjusted analysis

Unadjusted analysis

7Unadjusted analysis

Anderson et al
1998"48

Texas; 1990; Texas Medicare Nursing Facility Cost
Reports and Client Assessment, Review, and Evaluation

form; 494 nursing homes

Bliesmer et al
1998"49

Minnesota; 1988-91; Minnesota Department of Human
Services Long-Term Care Division facility profiles and
assessments of residents by RNs; 4103 residents in
1988, 4676 residents in 1989, and 4672 residents in
1990

Castle and Fogel
1998"%°

United States; 1995; OSCAR, ARF; 15 074 homes

Anderson and
Lawhome
1999"°1

Bravo et al
1999">2

Advance care directive prevalence; feeding tube
prevalence; drug errors noted on survey; pressure ulcer
prevalence; restraint use prevalence; staffing—direct
care hours per resident per day; urinary catheterisation
prevalence

Eastern townships of Quebec (Canada); 1996; resident
interviews; 301 residents from 88 nursing homes

Castle 1999">%

CA, CT, IA, MD, MA, OH OR, TN, TX, and VA: 1990 and
1993, Resident Assessment Instrument and OSCAR; 268
facilities (90% in each cohort FP)

% of private pay

Age

Illness severity (ADLs, incontinent bladder/bowel);
payment status

All significant (P<0.05) comparisons favoured NFP: non-
significantly favoured NFP for drug errors, non-
significantly favoured FP for restraint use prevalence;
favoured NFP for all other comparisons

Age; cognitive functioning (MMMS score); functional
autonomy (SMAF score)

Age; ADLs; severity of illness; severity of dementia;
payment status

RN, LPN, aide staffing

Compliance with regulations

Psychotropic drug use; staffing (high/medium/low RNs,
LPNs, nursing assistants per resident)

None

Staff to resident ratio

7Stafﬁ ng levels

Ballou 2000%*

Wisconsin; 1987-95; Wisconsin Centre for Health
Statistics and Wisconsin Bureau of Quality Assurance

Castle 2000">*

Castle 2000%>®

Castle 2001*%”

United States; 1997; OSCAR; 17 024 homes

1992; 16 533 homes in 1997

0OSCAR 1999 (~16 000 homes)

Unadjusted analysis

Dementia; ADLs

United States; 1992 and 1997; OSCAR; 15 455 homesin ADLs; payment status

United States; 1999; OSCAR; 420 nursing facilitiesand ~ ADLs; dementia; payment status

Unadjusted analysis

Staffing (RNs, LPNs, nurse aides, specialists per resident
and nurse aide training); pressure ulcer incidence; urinary
catheterisation; use of psychoactive drugs

Staffing (RNs, LPNs, nurse aides, rehabilitation assistants
per 100 beds); antipsychotic drug use; residents with
psychiatric problems

Catheterisation; psychoactive drug use; physical restraint
use; pressure ulcers; psychological disorders

Castle 2001%>8

United States; 1997; OSCAR; 16 871 homes
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None
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Factors controlled or adjusted for

Place; year; data source*; No of residents

or nursing homes

United States; 1992-7 and 1999; OSCAR (1992-7); 13
162 nursing homes

Appropriate: age, severity of illness, severity of

Study dementia, and payment status adjustments

Castle 2001"*° ADLs; private pay occupancy

Inappropriate: quality measures used in other studies;
measures of intensity of care

Nurse staffing

Dubois et al
2001%¢°

Keith 2001%¢*

Eastern townships of Quebec (Canada); 1996; resident
interviews; 88 nursing homes

Age

A “Midwestern state”; 2 year period (year not specified);  Adjusted analysis but none of 4 selected appropriate
primary mail questionnaire and Area Agencies on Aging; factors included

questionnaire data from 633 volunteers and 1886

records

O'Neill et al United States; 1999; OSCAR; 1098 homes

2001%¢?
Castle 2002%¢>

7ADLs; dementia

United States; 1996-9; OSCAR; 14 042 homes ADLs; payment status

Staff to resident ratio; percentages of professionals
among staff

None

Staffing (administration, medical director, RNs and LPNs,
nurse aides per 10 residents)

Psychiatric problems

Lee et al 2002"%*  Taiwan; 1999; Quality Assessment Index; 28 homes (12

chain/FP, 12 independent/FP, and 4 NFP)

Allenetal 2003"®®  Connecticut; 1998-2000; Connecticut Ombudsman
Reporting System; 3443 complaints combined with
related data from state’s 261 nursing homes

Adjusted analysis but none of 4 selected appropriate
factors included

Medicaid percentage

Allenetal 2003"°®  Connecticut; 1998-2000; Long-Term Care Ombudsman
Program complaint data; 3360 complaints from 261

nursing homes

Medicaid occupancy

Ratio of nurses to average number of daily residents

Nurse/resident ratio

Staffing (full time employee ratio of RNs, LPNs, and
certified nursing assistants to total number of beds/
facility)

Anderson et al Texas; date of survey administration not provided Adjusted analysis but none of 4 selected appropriate None
2003%¢7 (secondary data from 1995); survey data from nursing  factors included

home staff and 1995 Texas MDS; 164 nursing homes
Castle and United States; 1999; OSCAR; 15 834 homes Dementia; severity of illness (ADLs) None
Banaszak-Holl
200368
Harrington and California; 1999; state cost reports; 1155 homes Payment status None
Swan 2003"¢°
Weech- NY, KS, VT, ME, and SD; 1996; Health Care Financing Adjusted analysis but none of 4 selected appropriate None
Maldonado etal  Administration Investment Analyst Nursing Home factors included
2003"7° Database (MDS+, OSCAR)
Baumgarten etal  Maryland; 1992-5; interviews with significant others or ~ Unadjusted analysis Unadjusted analysis
2004"71 MDS+; 59 homes (1938 residents)

Lau etal 2004"72  United States; 1996; MEPS NHC, 3372 residents Age; Medicaid coverage; mental status; ADL limitations

MO, TX, CT, and NJ; 2003; primary data on staff turnover Illness severity (ADLs, incontinent bladder/bowel);
from mailed survey, OSCAR for remaining information; dementia
526 homes

Castle and
Engberg 2005"7>

Chesteen et al
200574

Utah; 1999; survey of certified nursing assistants, Utah % Medicaid
Medicare/Medicaid certification program, and

operational data reported to the state of Utah; 890

certified nursing assistants at 42 nursing homes

RN to non-RN ratio; RN to resident ratio; influenza
vaccination percentage

Staffing (full time equivalent RNs, LPNs, nursing
assistants/100 beds)

None

Gruber-Baldini et
al 20057

4 US states; year of data acquisition unclear; survey of
resident care supervisors; 347 residents with dementia
in 10 homes and 35 residential care/assisted living
facilities

Cognitive status

% of supervisory staff trained; % of direct care providers
trained

Intrator et al United States (minus Alaska, District of Columbia, Residents not paid for by Medicare or Medicaid (%),

Total nurse hours per patient day»4.55

2005%7¢ Hawaii, and Puerto Rico); 1993 to 2002; OSCAR and Medicare residents (%)
recent survey done by authors; 137 190 surveys from 17
635 distinct nursing facilities
McGregor et al British Columbia; 2001; British Columbia Labour Severity of illness (levels of care) None
200577 Relations Board; 167 homes
Starkey et al NY, ME, VT, and SD; 1996; MDS+, OSCAR; 1121 homes  Payment status None
200578
Stevenson Massachusetts; 1998-2002; nursing home complaints ~ ADLs Survey deficiencies; staffing (nurse, aide); indwelling
2005%79 received by Massachusetts DPH, OSCAR, and MDS Ql; catheter; pressure sores
539 nursing homes
White 2005"5° United States; 1997, 2001; OSCAR; ~10 000 homes in  Payment status None
each year (unclear from article)
Williams et al 4 US states; year of data acquisition unclear; primary Cognitive status Staffing
200581 survey of resident care supervisors; 331 residents with
dementia in 10 homes and 35 residential care/assisted
living facilities
McGregor et al British Columbia; 1 April-1 August 1999; British None for crude analysis None for crude analysis
2006"%? Columbia Linked Health Database; 43 065 residents

ADLs=activities of daily living; DON=director of nursing; FP=for profit; IADLs=instrumental activities of daily living; LPN=licensed practical nurse; LVN= licensed vocational nurse;
MMMS=modified mini-mental state examination; NFP=not for profit; RN=registered nurse; SMAF=functional autonomy measurement system.
*AHCA=American Health Care Association; ARF=Area Resource File; DPH=Department of Public Health; HCFA=Health Care Financing Administration; SAGE=Systematic Assessment of Geriatric

Drug Use via Epidemiology; see table 3 for others.

BMJ | ONLINE FIRST | bmj.com
126

page 9 of 15



Table 6|Quality of care measures and outcomes of studies comparing for-profit and not-for-profit nursing homes (public and private NFP homes): favoured

directions represe

Study
Winn, 1974%3°

nt those with higher quality care

Quality measure

Staffing—No of equivalent hours per patient day (1 RN hour=1 h; other employees’
hours in proportion to 1 as their salary is to that of an RN), aide/orderly hours per
patient day, LPN hours per patient day

RN hours per patient day, total nursing care hours per patient day

Outcome

Non-significantly favoured NFP for all comparisons

Riporttella-Mullerand
Slesinger 1982"°¢

Nyman 1984">7

Complaints to Wisconsin Nursing Homes Ombudsman Program; deficiencies in
Wisconsin Office of Quality Compliance survey

No of Medicaid violations weighted by severity in 1979, and composite variable for
Wisconsin’s Quality Assurance Project; each quality measure examined with 2
models

All significant (P<0.05) comparisons favoured NFP: favoured NFP (P<0.001) for
complaints; not significant (direction unclear) for deficiencies

All significant (P<0.05) comparisons favoured FP: for violations, one model
significantly favoured FP (P<0.05) and the other non-significantly favoured FP;
for the composite variable, non-significantly favoured FP and NFP in two
different models

Brunetti etal 1990%%®

Cardiopulmonary resuscitation policy prevalence and quality of policy compared with  Mixed results: presence of policy, non-significantly favoured FP; quality of

10 model criteria

policy, difference not noted

Munroe 1990%%°

Cherry 1991%4°

Kanda and Mezey
199141

Cherry 1993%42
Zinn et al 1993%4

Zinn 1993"44

Graber and Sloane
19954

Christensen and
Beaver 1996"4®

Deficiencies at California state licensing “276 health deficiencies,” assessed for
licensing (state) and certification (Medicare and Medicaid); staffing (turnover)

Aggregate measure of staffing hours, pressure ulcer prevalence, urethral
catheterisation, urinary tract infections/resident, and antibiotic use (poorly
explained)

Staffing: RN staffing—No of full time RNs/100 beds, No of part time RNs/100 beds,
total No of nursing staff/100 beds, proportion of part time and full time RNs to total
nursing staff

Poor nursing care (composed of four items) and non-compliance (defined as
infraction in any of eight federally established categories of inspection)

Mortality—deaths per 100 residents; prevalence of pressure ulcers, restraint use,
and urethral catheterisation

Staffing (RNs per resident, LPNs per resident, NAs per resident); catheter use rate;
restraint use rate; tube fed rate; % not toileted

Restraint use prevalence at 1991 North Carolina Annual Survey

Surveys of health and safety deficiencies and life safety code deficiencies

All significant (P<0.05) comparisons favoured NFP: non-significantly favoured
FP for deficiencies; favoured NFP for staffing (P<0.001)

Non-significantly favoured NFP (only one aggregate outcome reported)

All significant (P<0.05) comparisons favoured NFP: favoured NFP for part time
RNs/100 beds (P<0.001), total nursing staff/100 beds (P<0.001); non-
significantly favoured NFP for full time RNs/100 beds, proportion of full time
and part time RNs to total nursing staff

All significant (P<0.05) comparisons favoured NFP; FP showed non-significantly
more poor care and significantly greater non-compliance (P<0.01)

Non-significantly favoured NFP for all measures

Mixed results: FP significantly associated with fewer RNs per resident, more
LPNs per resident, higher catheter use rate, higher restraint use rate, and
higher % not toileted; FP non-significantly associated with more NAs per
resident and higher tube fed rate

Non-significantly favoured NFP

Significantly favoured NFP (P<0.005), meaning FP had more deficiencies

Mukamel 1997%47

Anderson et al
1998"48

Bliesmer et al
1998"4?

Castle and Fogel
1998"°°

Anderson and
Lawhorne 1999*°?

Bravo et al 1999¥>2
Castle 1999"%%

Deterioration of decubitus ulcers; physical restraint use prevalence; dehydration
rates; deterioration in ADLs

Average resident outcomes concerning verbal/physical aggression; other disruptive

behaviour; geriatric-chair, wrist-mitten or vest-belt restraints; contracture; pressure
ulcer; dehydration; urinary tract infection; fracture within preceding 3 months; and
percentage improvements in resident outcomes between two time points

Change in total dependence score (TDS) based on sum of eight ADLs: dressing,
grooming, bathing, eating, bed mobility, transferring, walking and toileting

Restraint use prevalence

Advance care directive prevalence; feeding tube prevalence; drug errors noted on
survey; pressure ulcer prevalence; restraint use prevalence; staffing—direct care
hours per resident per day; urinary catheterisation prevalence

QUALCARE scale*
Psychoactive drug use prevalence

Mixed results: FP associated with worse outcomes for deterioration in
decubitus ulcers (P=0.004) and physical restraints (P=0.0001) and better
outcomes for dehydration rates (P=0.0001); no significant difference for
accident rates and No of deficiencies

Not significant (direction not noted)

Mixed results: when deaths and discharges were excluded from the TDS
scores, ownership status was no longer significant; FP status was significantly
associated with higher chances of discharge in 2 of the 3 years examined
(1990 (P<0.001) and 1991 (P<0.01)); NFP status was significantly associated
with higher chances of death in 2 of the 3 years examined (1990 and 1991,
P<0.001 for both)

Significantly favoured FP (P<0.001)

All significant (P<0.05) comparisons favoured NFP: non-significantly favoured
NFP for drug errors, non-significantly favoured FP for restraint use prevalence;
favoured NFP for all other comparisons

Not significant (direction not noted)

Non-significantly favoured FP

Ballou 2000">*

Castle 2000"°*

Castle 2000">¢
Castle 20017

Deficiencies (federal violations—definition unclear); staffing—RNs + LPNs per bed,
total nursing staff per bed

Restraint use (changes with legislation)

Restraint use citations

Deficiencies in OSCART for 19 quality of care items; prevalence of pressure ulcers,
psychoactive drug use, restraint use, and urethral catheterisation

Favoured NFP (unclear if significant)

Mixed results: favoured NFP (P<0.001) for not increasing restraint use with
legislation; favoured FP (P<0.05) for decreasing restraint use with legislation

Favoured NFP (P<0.05)

All significant (P<0.05) comparisons favoured NFP; favoured NFP for
deficiencies, psychoactive drug use, restraint use prevalence; not significant
(direction unclear) for deficiencies, urethral catheterisation

Castle 2001"°®

Castle 2001"*°
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Deficiency citations in OSCAR, subdivided into provision of appropriate services,
training provisions and resident assessments

Favoured NFP (P<0.001)

Early adoptors of innovation (as measured through 13 special care units or subacute Non-significantly favoured FP

services)
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Study

Quality measure

Dubois et al 2001"°°  QUALCARE scale*

Keith 2001"¢?

Ombudsman program complaints

Outcome
Not significant (direction not noted)
Favoured NFP (P=0.001)

O'Neill et al 2001%¢? 7Deficiencies in OSCART (total deficiencies and severe deficiencies rated F and higher, Favoured NFP (P<0.01) for all comparisons

Castle 2002"%>

Lee et al 2002"%*

where maximum No of deficiencies was 85 to reduce outlier effects); staffing—
average total nursing hours per resident day

Restraint use prevalence

QA

Favoured FP: 1 citation (P<0.05); 2 consecutive yearly citations (P<0.01); 3
consecutive yearly citations (P<0.01)

Significantly favoured NFP for 3/5 categories and for total QAI score (P<0.05)

Allen et al 2003"°

Allen et al 2003%¢°

Ombudsman program complaints

Ombudsman complaints

Mixed results: non-significantly favoured NFP for both care complaints
(P=0.79) and abuse complaints (P=0.20)

Significantly favoured NFP (P=0.021)

Anderson et al
2003"¢7

Residents’ behaviour (verbal or physical aggressiveness or other disruptive
behaviour); restraint use; complication of immobility; or sustaining a fracture in
previous 3 months

Mixed results: non-significantly favoured FP for resident behaviours and higher
restraint use; non-significantly favoured NFP for complications of immobility
and fractures

Castle and Banaszak-
Holl 2003"¢#

Prevalence of pressure ulcers, psychoactive drug use, restraint use, and urinary
catheterisation

Harrington and Swan
2003"¢?

Weech-Maldonado et
al 2003"7°

Baumgarten et al
20047

Staffing—total nurse and RN hours per resident day

Outcome quality (cognitive decline, mood decline, pressure ulcer prevalence);
process quality (restraint use prevalence, urinary catheterisation prevalence);
staffing (ratio of RN hours to total nursing hours)

Pressure ulcerincidence

Lau et al 2004"72 Inappropriate medical prescriptions by Beer's criteria

Castle and Engberg
2005"72

Contracture prevalence; deficiencies in OSCARt—focused on quality deficiencies
(19/185 assessed); restraint use prevalence; pressure ulcer prevalence;
psychoactive drug use prevalence (% of residents given anti-anxiety, sedative/
hypnotic, and antipsychotic drugs); quality index—normalised measure of other
indices (physical restraint prevalence, urethral catheterisation prevalence,
contracture prevalence, pressure ulcer prevalence, psychoactive drugs use, and
deficiency data)

Favoured NFP for each comparison (chains and non-chain owned nursing
homes analysed separately)

Favoured NFP (P<0.01)

Mixed results: non-significantly favoured FP for outcome quality; nearly
significantly favoured NFP (P<0.10) for process quality; non-significantly
favoured NFP for staffing

Favoured NFP

Non-significantly favoured NFP

All significant (P<0.05) comparisons favoured NFP: non-significantly favoured
NFP for all comparisons except for restraint prevalence, which favoured NFP
(P<0.01)

Chesteen et al
2005"74

Health deficiency, severity of deficiency, and frequency of deficiency

Gruber-Baldini et al 7Depression (of resident) prevalence, measured by modified Cornell scale for

Mixed results: non-significantly favoured NFP for all 3 measures, meaning that
FP had worse deficiencies

7Signiﬁcantly favoured NFP (odds ratio 2.53 FP/NFP, 95% Cl 1.29 to 4.98)

2005%7° depression in dementia

Intrator et al 2005"7¢  Employment of nurse practitioners or physician assistants on staff Non-significantly favoured FP

McGregor et al Staffing: mean (dietary, housekeeping and laundry staff) hours per resident day; All significant (P<0.05) comparisons favoured NFP—favoured NFP for all
2005%77 mean (RN, LPN and NA) hours per resident day; mean activity aide hours per resident comparisons except: non-significantly favoured NFP for intermediate/

Starkey et al 2005"78

Stevenson 2005%7?

White 2005"&°

Williams et al
2005"%

McGregor et al
200657

day; mean dietary staff hours per resident day; mean housekeeping staff hours per

extended care mean activity aide hours per resident day, multilevel care mean

resident day; mean laundry staff hours perresident day; mean LPN hours perresident dietary staff hours per resident day, multilevel care mean laundry staff hours
day; mean NA hours per resident day; mean RN hours per resident day (each measure per resident day, intermediate care or intermediate/extended care mean LPN

assessed in intermediate care, intermediate/extended care, and multilevel nursing

home care settings)

Cognitive decline between OSCAR assessments; mood decline between OSCAR
assessments; prevalence of pressure ulcers, restraint use, and urinary
catheterisation

Ombudsman office complaints

Deficiencies in OSCARt; pressure ulcer incidence (OSCAR); restraint use incidence

(OSCAR)E

Resident self reported pain using Philadelphia Geriatric Centre pain intensity scale

infection, and pressure ulcers/gangrene; mortality

ADL=activities of daily living; FP=for-profit; NFP=not-for-profit; LPN=licensed practical nurse; OSCAR=Online Survey Certification and Reporting; QAl=quality assessment index (composite
measure of staff presentation, operational efficiency, resident care quality, and institutional care plan); RN=registered nurse.

*54 items grouped into 7 subscales: older person’s room, residence, physical care, medical maintenance, psychosocial care, human rights, and financial.

TOSCAR includes results of independent site surveys done every 9-15 months by auditors under contract from the Center for Medicare and Medicaid Services. The surveys detail compliance
with each of 185 separate measures of quality that consider nursing home structure, processes, and outcomes. As a measure of quality, deficiency data has some limitations. Also, under-
detection and under-reporting of deficiencies may occur. Deficiencies are categorised according to severity from A to L. F and higher denotes care that has potential to cause harm or
immediate jeopardy to patients. In some years, deficiencies assessed varied from state to state.
tUse of vests, belts, mittens, or wrist or ankle restraints. Chairs with locking trays (Geri-trays) are also included, whereas bed rails are not. Specifically, restraints imposed for discipline or
convenience, and not needed to treat the resident’s medical symptoms were objectionable. Variable for restraint use is dichotomous—the home either did or did not receive this deficiency.
Restraint use was verified by surveyors during the day for OSCAR.
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hours per resident day, mean NA hours per resident day in all three care
settings, mean RN hours per resident day in intermediate and multilevel care
settings; no direction to relation for multilevel care mean LPN hours per
resident day; non-significantly favoured FP for mean laundry staff hours per
resident day in all three care settings

All significant (P<0.05) comparisons favoured NFP: non-significantly favoured
NFP for all measures except restraint use prevalence, which non-significantly
favoured FP, and urethral catheterisation prevalence, which significantly
favoured NFP

Significantly favoured NFP (P<0.05)

All significant (P<0.05) comparisons favoured NFP: significantly favoured NFP
(P<0.05) in all measures except pressure ulcer incidence, which non-
significantly favoured FP

Significantly favoured NFP (odds ratio 2.99 FP/NFP, 95% Cl 1.40 to 6.39)

Hospital admission rate for anaemia, dehydration, falls, pneumonia, urinary tract All significant (P<0.05) comparisons favoured NFP: favoured NFP for all

measures except falls, urinary tract infection, and pressure ulcer admissions
(non-significantly favoured NFP) and mortality (no direction)
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Table 7|Results of testing of a priori hypotheses to explain heterogeneity

Above median v below
median appropriate

Interaction P value

Presence v absence of
inappropriate adjustment,

among studies with Data collection before or

Outcome Summary study characteristics FP-NFP v FP-private NFP adjustment score adjusted analysis during 1987 v after 1987
More extensively 13 studies had poolable data, from 1971- 0.64 for FP-private NFP; ratio of 0.15 0.99 0.66
trained stafformore  2002; 3 removed for data overlap; 10 meta-  effect sizes 1.09 (95% Cl 1.07
staff analysed—4 collected data after 1987, 1 to 1.12, P<0.001, 1>=0%)
used primary data, 1 had data from Canada
(remainder from United States)
Lower pressure 16 studies had poolable data, from 1987- 0.76 for FP-private NFP 0.42 0.54 All meta-analysed data
ulcer prevalence 2003; 5 removed for data overlap; 11 meta-  comparison; ratio of effect collected after 1987
analysed—2 used primary data, 1 had data  sizes 0.89 (0.82 to 0.98,
from Canada (remainder from United States) P=0.02, 1>=39.3%)
Lower physical 13 studies had poolable data from 1987- 0.84 for FP-private NFP 0.86 0.13 All meta-analysed data
restraint prevalence 2003; 5 removed for data overlap; 8 meta- comparison; ratio of effect collected after 1987
analysed—1 used primary data sizes 0.94 (0.78 to 1.14,
P=0.53, 1’=84.9%)
Fewer deficiencies 13 studies had poolable data from 1976- 0.56 for FP-private NFP 0.80 0.54 0.11; for data collected after

on government
surveys

2003; 6 removed for data overlap; 7 meta-
analysed—2 collected data before 1987

comparison; ratio of effect
sizes 0.92 (0.79 to 1.06,

P=0.25, 1’=63.1%)

1987, pooled effect size 0.73
(95% C10.54 t0 0.97, P=0.03,
12=67.9%) favouring NFP
homes; for data collected
before or during 1987, pooled
effect size 1.09 (0.94 to 1.25,
P=0.25, I’=0%)

FP=for-profit; NFP=not-for-profit.

Study

Winn 1974"%

Munroe 1990"3°

Kanda and Mezey 19914
Aaronson et al 1994
Anderson and Lawhorne 1999%>!
Ballou 2000"**

O'Neill et al 2003"¢>

Konetzka et al 2004"2¢

Akinci and Krolikowski 2005%3?
McGregor et al 2005"77
Total (95% ClI)
Test for heterogeneity:

0.5
1’=106.78, df=9, P<0.001, I’=91.6%
Test for overall effect: z=6.29, P<0.001 gp

outcomes of those studies that compared for-profit and
privately owned not-for-profit facilities. Similarly,
tables 5 and 6 present the detailed study characteristics
and outcomes of studies that compared for-profit and
not-for-profit (publicly and privately owned) facilities.

We meta-analysed data for the four most commonly
used quality measures. Table 7 presents a summary of
the characteristics of studies meta-analysed, along with
the results of sensitivity analyses to explain heterogeneity
among studies in each meta-analysis. Two meta-analyses
showed statistically significant results favouring higher
quality care in not-for-profit nursing homes.

We found more or higher quality staffing in not-for-
profit homes (ratio of effect 1.11, 95% confidence

Ratio of effect sizes
(random) (95% CI)

Weight Ratio of effect sizes
(%) (random) (95% Cl)
8.12
7.68

14.61
7.60
2.82

13.13

14.38
8.65

13.68
9.33

100.00

1.26 (1.16 to 1.35)
1.08 (1.00 to 1.17)
1.04 (1.03 to 1.05)
1.06 (0.98 to 1.15)
1.07 (1.04 to 1.10)
1.10(1.08 to 1.11)
1.26 (1.17 to 1.35)
1.09 (1.07 to 1.12)
1.18 (0.99 to 1.40)
1.11 (1.04 t0 1.18)

—_—
L
-]
|y
-
=
——
E 3
L~
—
¢ 1.11(1.07 to 1.14)

0.7 1 1.5 2

Favours
NFP

Favours

Fig 2| Ratio of effect sizes for staffing quality in for-profit (FP) and not-for-profit (NFP) nursing
homes. Ratios listed represent effect size in NFP homes compared with that in FP homes. Ratio
»1 indicates that NFP homes had more, or higher quality, staffing (that is, favours NFP)
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interval 1.07 to 1.14, P<0.001, I’=91.6%) (fig 2). We
found a similar result favouring not-for-profit homes
when assessing staffing hours alone, with a ratio of
effect of 1.11 (1.08 to 1.14, P<0.001, I’=70.3%), an
absolute hours increase of 0.42 (0.31 to 0.53) hours/
resident/bed/day, and a relative hours increase of
11% (8% to 14%). When the only non-US study was
excluded, we arrived at a similar ratio of effect for
more or higher quality staffing in not-for-profit
homes of 1.11 (1.07 to 1.15, P<0.001, 1>=92.4%).

We found a lower prevalence of pressure ulcers in
not-for-profit homes (odds ratio 0.91, 95% confidence
interval 0.83 to 0.98, P=0.02, I>=52.1%), with an abso-
lute risk reduction of 0.59% (0.13% to 1.12%) and a
relative risk reduction of 8.4% (1.9% to 16%) (fig 3).
When the only non-US study was excluded, we arrived
at a similar odds ratio favouring lower pressure ulcer
prevalence in not-for-profit homes of 0.89 (0.82 to
0.97, P=0.007, I*=50.2%).

The remaining two meta-analyses showed non-
statistically significant differences. We found less use
of physical restraints in not-for-profit homes (odds
ratio 0.93, 0.82 to 1.05, P=0.25, I’=74.6%) (fig 4) and
fewer deficiencies in governmental regulatory assess-
ments in not-for-profit homes (ratio of effect 0.90, 0.78
to 1.04, P=0.17, I*=59.8) (fig 5).

Funnel plots for the four meta-analyses did not sug-
gest publication bias. A priori hypotheses did not
explain the observed heterogeneity (table 7).

DISCUSSION

Our systematic review identified 82 studies comparing
quality of care in for-profit and not-for-profit nursing
homes. More studies had all statistically significant
analyses showing higher quality in not-for-profit
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Study

Aaronson et al 1994

Spector and Fortinsky 1998"14

Anderson and Lawhorne 1999">!

Harrington et al 2001"*°
Baumgarten et al 20047}
Grabowski and Angelelli 20042
Grabowski and Castle 20042
Castle and Engberg 2005"7>
White 2005"5°
Zinn et al 2005"%*
McGregor et al 2006"%?

Total (95% Cl)

Test for heterogeneity:

%’=20.86, df=10, P=0.02, 1’=52.1%

0.1 0.2

Favours

Test for overall effect: z=2.34, P=0.02 qpp

0dds ratio
(random) (95% CI)

=L

—_——

05 1 2

5

Weight

10

Favours
FP

(%)

11.82
0.65
13.75
8.54
23.87
0.89
12.35
7.16
15.95
4.90
100.00

0dds ratio
(random) (95% CI)

+—— = 0.14 8.25(0.90t0 75.55)

0.90 (0.76 to 1.07)
0.83 (0.30 t0 2.30)
1.00 (0.86 t0 1.16)
0.63 (0.50 t0 0.79)
0.87 (0.84 t0 0.89)
1.04 (0.44 10 2.47)
0.91 (0.77 to 1.07)
1.02 (0.79t0 1.33)
0.93 (0.82 to 1.05)
1.16 (0.83t0 1.62)
0.91 (0.83 t0 0.98)

Fig 3| Odds ratios (OR) comparing pressure ulcer prevalence in for-profit (FP) and not-for-profit
(NFP) nursing homes. OR <1 indicates lower risk of pressure ulcers in NFP facilities than in FP

facilities, suggesting that NFP facilities deliver higher quality care

Study

Aaronson et al 1994
Graber and Sloane 1995
Anderson and Lawhorne 1999%°?
Castle 2000"°°
Grabowski and Castle 20042
Castle and Engberg 200573
White 2005"8°
Zinn et al 2005"%
Total (95% Cl)
Test for heterogeneity:

x’=27.54, df=7, P<0.001, 1’=74.6%

Test for overall effect: z=1.15, P=0.25 npp

0dds ratio
(random) (95% CI)
P
- e
——
-

0.5 1 2 5
Favours Favours
FP

Weight
(%)
0.42
7.27
2.89
19.77
16.60
19.75
15.11
18.18
100.00

0dds ratio
(random) (95% CI)
0.93 (0.15 to 5.90)
0.80 (0.55t0 1.16)
1.16 (0.59 to 2.26)
0.93 (0.85t0 1.01)
1.21 (1.04 to 1.40)
0.92 (0.84 10 1.01)
0.98 (0.82t0 1.17)
0.73 (0.65 t0 0.83)
0.93 (0.82t0 1.05)

Fig 4| Odds ratios (OR) comparing physical restraint prevalence in for-profit (FP) and not-for-
profit (NFP) nursing homes. OR <1 represents less physical restraint use in NFP facilities than
FP facilities, suggesting that NFP facilities deliver higher quality care

Study

Weisbrod and Schlesinger 1986"°
Munroe 1990"3°
Graber 1993"8

Johnson-Pawlson and Infeld 1996">

Konetzka 2004"%¢
Akinci and Krolikowski 200532
Castle and Engberg 200573
Total (95% CI)
Test for heterogeneity:

x*=14.91, df=6, P=0.02, 1’=59.8%
Test for overall effect: z=1.38, P=0.17

0.2

Favours
NFP

Ratio of effect
(random) (95% CI)

0.5 1 2

5

Favours
FP

Weight
(%)
21.71
18.63
6.83
4.64
32.50
10.65
5.05
100.00

Ratio of effect
(random) (95% CI)
1.10 (0.92t0 1.32)
1.06 (0.85 t0 1.33)
0.65 (0.40 to 1.07)
0.53 (0.28 t0 0.99)
0.97 (0.97 to 0.98)
0.64 (0.44 10 0.92)
0.68 (0.38 to 1.24)
0.90 (0.78 to 1.04)

Fig 5| Ratio of effect sizes for regulatory deficiencies in for-profit (FP) and not-for-profit (NFP)
nursing homes. Ratios listed represent effect size in NFP facilities compared with that in FP
facilities. Ratio <1 represents fewer deficiencies in NFP homes, suggesting that NFP homes

deliver higher quality care
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nursing homes than in for-profit nursing homes. Many
studies, however, showed no significant differences in
quality by ownership, and a small number showed sta-
tistically significant differences in favour of for-profit
homes. This pattern held true when we compared
for-profit homes with both privately owned and pub-
licly owned not-for-profit facilities. Pooled analyses of
the four most commonly used quality measures
showed statistically significant results favouring higher
quality care in not-for-profit homes for staffing and pre-
valence of pressure ulcers and non-statistically signifi-
cant differences favouring not-for-profit homes in
physical restraint use and regulatory agency deficien-
cies. The large observed heterogeneity was not
explained by our a priori hypotheses.

Previous systematic reviews

Two previous systematic reviews have compared qual-
ity of care in for-profit and not-for-profit nursing
homes. In 1991 Davis and colleagues found that
many studies showed that higher quality of care was
provided in not-for-profit nursing homes; however,
weaknesses in the methodological design of the
included studies limited the conclusions that could be
drawn.*” In 2002 Hillmer and colleagues did a sys-
tematic review comparing for-profit and not-for-profit
facilities (including publicly owned facilities), focusing
on studies in North America completed after the
previous review.®' This study also concluded that not-
for-profit facilities provided better quality care than
for-profit facilities.

Strengths and weaknesses of this review

We did a comprehensive search, which identified 60
studies not included in previous reviews. We assessed
studies spanning four decades and published in any
language. We masked study results before determining
eligibility and did duplicate citation screening, data
abstraction, and quality assessment. We contacted
authors for missing data and received responses from
most of them. We compared quality of care in both for-
profit versus not-for-profit nursing homes and for-
profit versus privately owned not-for-profit nursing
homes, did pooled analyses of quality of care mea-
sures, and found largely consistent results.

Our review has limitations resulting from the char-
acteristics of the studies included. No randomised trials
have compared quality of care across nursing home
ownership, and no such trials are ever likely to be
done. Furthermore, most studies are from the United
States, which raises questions of generalisability to
other jurisdictions.

Studies are also limited in that no standard definition
of quality of care exists. The result is that studies used a
very wide variety of alternative measures of quality.
Even when the same measures were used, standardised
approaches to the application of those measures were
lacking. For example, meta-analysis for number and
qualifications of staff fails to take into account staff turn-
over, the use of agency staff, and the professional mix
of staff.?®
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WHAT IS ALREADY KNOWN ON THIS TOPIC

The quality and appropriateness of care delivered in nursing
homes is a major concem for the public, policy makers, and
media

Controversy exists about whether for-profit compared with
not-for-profit ownership affects quality of care

WHAT THIS STUDY ADDS

Most studies suggest a trend towards higher quality care in
not-for-profit facilities than in for-profit homes, but a large
proportion of studies show no significant trend

Moreover, several eligible studies used administra-
tive databases, which further limits the comprehensive-
ness and quality of the data. For example, the American
Online Survey Certification and Reporting (OSCAR)
database comprises self reported data from nursing
home administrators; surveyors verify only a sample.
Careful duplicate abstraction of data from patients’
charts with a priori definitions or, ideally, direct assess-
ment of care provision would be preferable.

Our meta-analyses are limited in that many authors
could not remove publicly owned facilities from their
datasets for our for-profit versus privately owned not-
for profit analysis. However, in our sensitivity ana-
lyses, results comparing for-profit and not-for-profit
facilities were not significantly different from those in
which we restricted the not-for-profit facilities to those
for which we could confirm ownership.

Heterogeneity

On the one hand, one might see our results as compel-
lingly favouring not-for-profit facilities. The gradient
between studies in which all significant measures
favoured not-for-profit (40 studies) and those in which
all measures favoured for-profit (3) is large (table 1). All
four meta-analyses favoured not-for-profit institutions,
and two reached statistical significance.

On the other hand, 37 studies had mixed results
(some measures favoured for-profit, some not-for-
profit) and considerable heterogeneity was present in
the results of the meta-analyses. This suggests that
although the average effect is clear, that effect probably
varies substantially across situations. The variability is
probably explained, in part, by a variety of factors that
vary within categories of for-profit and not-for-profit
homes, including management styles, motivations,
and organisational behaviour. For example, for-profit
facilities owned and operated by investor owned cor-
porations may have different motivations than facil-
ities owned by small private businesses or single
proprietors. Not-for-profit facilities run by charities
might differ in structure and process from those run
by municipalities; not-for-profit facilities that are man-
aged by for-profit nursing home companies may func-
tion differently from those that are not.

We have partially mitigated this problem with our a
priori hypotheses (extent of appropriate adjustments,
year of data collection, geography and political
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environment, primary compared with secondary data
collection, and, in particular, public versus private own-
ership of not-for-profit facilities). None of these vari-
ables, however, explained the substantial
heterogeneity of our results. The studies failed to spe-
cify characteristics of individual nursing homes in suffi-
cient detail to allow analyses exploring factors such as
those listed above (ownership by corporation, small
business, charitable organisation of municipality; man-
agement of not-for-profit homes by for-profit provi-
ders).

Significance of this study

Most of the studies in our systematic review showed
lower quality of care in for-profit nursing homes than
in not-for-profit nursing homes. However, a large pro-
portion of studies showed no significant difference in
quality of care by ownership. In the long term care
market, in which funding is often provided by the gov-
ernment at fixed rates, both for-profit and not-for-
profit facilities face an economic challenge that may
affect staffing and other determinants of quality of
care. In the for-profit context, however, shareholders
expect 10-15% returns on their investments,* taxes
may account for 5-6% of expenses, and facilities tend
to have higher executive salaries and bonuses, so for-
profit facilities have a strong incentive to minimise
expenditures.” Minimising expenditures may lead to
lower quality staffing and higher rates of adverse
events (such as pressure ulcers), which may be
reflected in citations for deficiency.

Proving causality by using observational studies is
difficult. Furthermore, given their variability, the
results do not imply a blanket judgment of all institu-
tions. Some for-profit institutions may provide excel-
lent quality care, whereas some not-for-profit
institutions may provide inferior quality of care.

Our findings are, however, consistent with findings
of higher risk adjusted death rates in for-profit hospitals
and dialysis facilities as shown in previous reviews,'® '
as well as providing insight into average effects. Given
the absolute risk reduction in pressure ulcers of 0.59%),
we can estimate that pressure ulcers in 600 of 7000 resi-
dents with pressure ulcers in Canada and 7000 of
80000 residents with pressure ulcers in the United
States are attributable to for-profit ownership. Simi-
larly, given an absolute increase in nursing hours of
0.42 hours per resident per bed per day, we can esti-
mate that residents in Canada would receive roughly
42000 more hours of nursing care a day and those in
the United States would receive 500 000 more hours of
nursing care a day if not-for-profit institutions provided
all nursing home care. These estimates are based on the
2006 census from Canada showing that 100740 of
252561 nursing home residents resided in for-profit
nursing homes and the 2000 census from the United
States showing a total of 1720500 nursing home
residents.*** These estimates assume that two thirds
of US nursing home residents live in for-profit facilities.
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Further research and conclusions

Although this review has fully assessed the data available
comparing for-profit and not-for-profit nursing home
care, additional work is needed to compare the costs
between these types of facilities and to evaluate the con-
sistency of these findings outside of the United States and
Canada. Although we have extensively evaluated the
literature comparing quality of care in for-profit, charita-
ble organisation owned, and government owned nur-
sing homes, the available studies did not allow
comparison of the possible impact of factors such as sub-
category of for-profit ownership (for example, chain »
non-chain, investor » small business ownership, munici-
pality v federal government ownership). Nursing home
management companies further complicate the relation
between ownership and quality of care. These are all
important areas that warrant further research.
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